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of Canada du Canada 
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My dear Minister: 

| have the honour to present herewith the first annual review of the National Transportation Agency of 
Canada, made pursuant to section 267 of the National Transportation Act, 1987, for the calendar year 
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Further to your request of October 17, 1988, the report also contains a special examination of the 
criteria that could be used to identify essential rail networks which would serve the present and future 


economic development requirements of any given region. 
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Executive Summary 


EXECUTIVE 
SUMMARY 


The National Transportation Act, 1987, the Motor 
Vehicle Transport Act, 1987 and the Shipping 
Conferences Exemption Act, 1987 brought in a new 
era of economic regulation for the transportation 
industry of Canada. This legislative package 
recognized the importance of transportation in 
enhancing Canada’s competitive edge in the global 
economy and in promoting the economic growth of 
its regions. To achieve these ends, specific 
provisions in the legislation were designed to 
encourage the development of a new competitive 
environment, an efficient transportation system that 
meets the needs of shippers and travellers, and a 
simplified, accessible and responsive regulatory 
process. 


The Agency’s review of the dynamics of the 
transportation industry in 1988 indicates that the 
first year of regulatory reform has had a positive 
impact on the industry's performance and potential. 


The broad direction of changes occurring in the 
structure, operations and marketing of 
transportation services suggests that the seeds of 
reform, nourished by a robust Canadian economy, 
have taken root. 


GENERAL OBSERVATIONS IN THE FIRST 
YEAR OF REFORM 


A More Competitive Environment 


e Confidential contracting was the principal 
competitive mechanism utilized by shippers 
and railways. Over 1,200 confidential contracts 
were filed with the Agency, representing a wide 
spectrum of industries. The Agency has 
established from its Shippers’ Survey that over 
30 per cent of rail traffic moved under contract 
in 1988. Seventy-five per cent of rail shippers 
reported that their contract rates were lower 
than published rates. 


10 


Over half of the rail users reported that 
competitive access and dispute resolution 
provisions were important levers in their 
negotiations with the railways. One in five 
shippers indicated that interswitching had a 
positive impact on their firm. 


The Shippers’ Survey indicated that the use of 
intermodal services went up by about five per 
cent in 1988. Intermodal services were used, 
on average, for 15 per cent of shippers’ 
transportation needs. The predominant form of 
intermodal services reported by three out of 
four shippers was the truck-rail combination. 


Shippers and carriers both indicated the 
presence of more trucking firms in all markets 
in 1988. In the truckload segment, this 
increased competition came mainly from new 
entrants; and in the less-than-truckload market, 
it stemmed largely from the expansion of the 
operations of existing firms. Increased 
competition was reported in domestic as well 
as transborder markets. 


In the airline industry, where deregulation 
actually began earlier in the 1980's, the 
development of two large carrier families which 
link together the operation of national, regional 
and local airlines has produced two 
fully-competitive coast-to-coast networks. This 
consolidation has resulted in intensive 
competition on heavily-travelled intercity routes 
and in local-service markets. 


The ranks of independent air carriers grew in 
1988 with the addition of new charter carriers 
and small local-service airlines. 


A Move Toward Rationalized Services 
and Efficient Operations 


In response to the new competitive 
environment, both CN and CP Rail undertook 
significant restructuring activities. CN trimmed 
its balance sheet with the sale of select non-rail 
assets and the Grand Trunk Eastern line in the 
U.S.; it ceased rail operations in Newfoundland 
and announced its intention to abandon its 
Prince Edward Island network. CP Rail created 
a new division, Canadian Atlantic Railway, to 
handle its Maritime operations. 


Executive Summary 


In the trucking industry, there were 
consolidations and route structure changes, 
allowing for broader provision of single line 
service among regions, and the expansion of 
operating authorities of established carriers. 


Consolidations and alliances in the air transport 
industry have intensified hub-and-spoke 
scheduling which allows major carriers to use 
their large jets on the higher density intercity 
routes while their affiliates provide the 
all-important traffic feed. It also enabled the 
major carriers to keep passengers on-line for 
as much of their journey as possible and 
thereby increase revenues. 


Canada’s airlines embarked on major 
re-equipment programs to provide flexibility in 
fleet deployment and lowest possible operating 
costs. 


In 1988, ocean carriers offered comparable 
sailing frequencies and transit times between 
Canadian and foreign ports, and many shipping 
lines introduced larger vessels into service. 


An Increased Level and Array of 
Services for Shippers and Travellers 


Over a quarter of the shippers surveyed 
reported an improvement in the quality of rail 
services in 1988. Operationally, both CN and 
CP Rail cut the length of many of their trains to 
improve their on-time performance. Both 
railways are also trying to improve their 
intermodal services. 


With regard to air services, all regions of the 
country experienced increased service levels in 
terms of additional flights, capacity and 
competition. 


The air cargo industry offered increased 
Capacity and convenience through expansion 
of its route networks, additional frequencies 
and new equipment. 


In terms of trucking, the vast majority of 
respondents to the Shippers’ Survey reported 
that services provided by for-hire trucking firms 
had improved or remained stable in 1988. 
Shippers also rated very highly the services 
provided by the truckload and 
less-than-truckload sectors. 
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e Shipping lines serving Canada introduced new 
equipment as well as altering sailing schedules 
and space chartering agreements. 


The Maintenance of Safety Standards in 
Transportation 


e With respect to 1988, there was an 
improvement in the train accident rate. The 
accident rate for Canadian commercial air 
services remained almost unchanged since 
1983. 


Responsive Turn-Around Times for 
Regulatory Processes 


e There were 185 applications for new or 
amended domestic air services to, from or 
within northern Canada. Forty-six of these (25 
per cent) were processed within 90 days and 
the majority, 117 (63 per cent), took between 90 
and 120 days. 


e About 70 per cent of applications for authority 
to operate domestic services in southern 
Canada were processed in 30 days or less. 


e The statutory requirement to issue air licences 
by December 31, 1988 to replace those that 
had been issued pursuant to the previous 
legislation was completed. A total of 1,638 
domestic and 1,376 international replacement 
licences were issued. 


e The Agency received and dealt with 278 formal 
and informal complaints regarding numerous 
aspects of services provided by air carriers. It 
took an average of 57 days to handle these 
cases; 59 of these were dealt with in less than 
15 days. 


e About 35 rail-related complaints or applications 
plus over 40 Ministerial referrals regarding 
service-related matters were dealt with by the 
Agency. The majority of these cases were 
completed within the statutory time limits while 
a few are still in progress. 


e The Agency received 41 complaints respecting 
transportation services for the disabled, 60 per 
cent of which were dealt with in less than 2 
months. 


Executive Summary 


There are promising results after the first full year of 
regulatory reform; however, it is too soon to assess 
the full impacts of the reform. This is evident in the 
lack of familiarity with the new legislation noted in 
the transportation community, particularly among 
users. 
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Introduction 


INTRODUCTION 


ANNUAL REVIEWS 


The National Transportation Agency must 
review the operation of the new transportation 
legislation and report to the Minister each year 
for four years. 


Canada's new transportation legislation — the 
National Transportation Act, 1987 (NTA), Motor 
Vehicle Transport Act, 1987 (MVTA) and Shipping 
Conferences Exemption Act, 1987 (SCEA) — was 
designed to promote a more dynamic and 
competitive transportation environment. Economic 
regulation has been reduced with the aim of 
developing a transportation network that serves the 
needs of shippers and travellers and promotes 
economic growth in all regions of the country. 


Specific provisions in the legislation ensure that an 
assessment of the effectiveness of the legislation 
be made on a continuing basis. 


The National Transportation Act requires annual 
reviews for the years 1988 to 1991 and that the 
Agency provide the Minister of Transport with its 
review by May 31 of each year. The Minister must 
then table the review in the House of Commons 
and the Senate within 15 sitting days. Once 
tabled, the reviews are made public. In addition, a 
comprehensive review will be carried out in 1992. 


The reviews are intended to inform the government 
how the legislation is working. 


SCOPE OF THIS ANNUAL REVIEW 


The annual review must consider both national and 
regional impacts of all legislation pertaining to the 
economic regulation of transportation. The National 
Transportation Act identifies several specific 
matters to be considered. These include: 


e changes in prices and levels of service offered 
to shippers and travellers; 


e changes in structure, performance and 
employment levels in the transportation industry; 
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e the new Agency’s record in handling 
complaints, applications, etc.; 


e effects of “competitive line rates” on railway 
companies; 


e abandonments of railway lines. 


The Minister of Transport may also refer additional 
matters for the Agency to consider in the annual 
reviews. For the 1988 review, the Minister 
requested the Agency to include an examination of 
criteria that could be used to identify rail networks 
essential to the economic development of any 
given region in Canada. 


HOW THE REVIEW WAS CONDUCTED 


This review is based on information from a 
comprehensive array of government and 
industry data sources, supplemented by an 
extensive survey program. 


Since this was the first review to be conducted by 
the Agency, considerable emphasis was placed on 
developing monitoring tools which would provide 
reliable and comprehensive information on 
transportation in Canada. 


Consultations were held with corporations, 
associations, groups and governments to make 
them aware of the Agency's review function and to 
invite their cooperation and participation in the 
process. 


Agency staff reviewed existing government and 
industry information sources to determine what new 
information would have to be gathered. Because 
the situation was found to be different for each 
mode of transportation, the Agency tailored its 
monitoring plan to each mode taking into 
consideration concerns about timeliness, 
confidentiality and completeness of existing 
information. 


The latest available institutional data were provided 
by many government departments and agencies, 
even though figures were often in preliminary or 
year-to-date form. These departments included 
Statistics Canada, Transport Canada, Consumer 
and Corporate Affairs, Labour Canada, Canada 
Labour Relations Board, Investment Canada, Office 
of the Superintendent of Bankruptcy, Ports Canada, 
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Canadian Aviation Safety Board, and the Agency 
itself. 


Industry sources were primarily the carriers — 
railways, airlines, trucking and marine transport 
companies — as well as information from the 
Official Airline Guides and Airline Tariff Publishing 
Company. 


Numerous consultations were held with shippers, 
carriers, provincial/territorial governments, industry 
associations, consumer groups and other parties. 
Some interested parties submitted their assessment 
of the impact after a year of reform to the Agency’s 
attention. 
Contracted studies were arranged with the Atlantic 
Provinces Transportation Commission, Transmode 
Consultants, and the Canadian Industrial 
Transportation League. 
The almost total lack of current information on 
transportation users led to the development of the 
Agency's survey program, covering shippers, 
freight forwarders, shipping conferences, motor 
carriers, air travellers, travel agents and northern 
communities. 
The 1988 Shippers’ Survey targeted shippers using 
all transport modes and was carried out with the 
cooperation of 19 industry associations: 

Canadian Chemical Producers’ Association 

Canadian Exporters’ Association 

Canadian Fertilizer Institute 

Canadian Importers Association 

Canadian Manufacturers’ Association 

Canadian National Millers Association 

Canadian Pulp and Paper Association 

Canadian Shippers’ Council 

Coal Association of Canada 

Council of Forest Industries of British Columbia 


Grocery Products Manufacturers of Canada 


Mining Association of Canada 
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Motor Vehicle Manufacturers’ Association 
Propane Gas Association of Canada Inc. 
Retail Council of Canada 

Ontario Petroleum Association 

Quebec Lumber Manufacturers’ Association 
Quebec Mining Association 

Sultran 


A strong response rate produced almost 600 
returns, resulting in a shipper information base 
covering all major primary and manufacturing 
industries and over 10,000 production, distribution 
and/or retail facilities. It also provided a 
representative sampling of shippers by region, 
modal use, and size of firm. 


Air transport Surveys were distributed to members 
of the Commercial Travellers’ Association (CTA), 
travel agents belonging to the Alliance of Canadian 
Travel Associations (ACTA), and representatives of 
communities and Indian bands located in northern 
Canada. More than 1,800 responses were 
received, providing a valuable reading of Canadian 
views on the prices, service levels and quality of air 
services. 


The review for trucking was conducted both in 
person and by mail. 


An extensive interview program covered over 100 
motor carriers, as well as provincial, regional and 
national trucking associations, provincial licensing 
boards and transportation ministries, tariff boards, 
and owner/operator associations. Provincial 
governments and trucking industry associations 
were consulted in the selection of carriers to ensure 
a representative sampling. 


Marine surveys on SCEA-related issues were 
completed by all shipping conferences serving 
Canada on major trade routes. Another survey, 
conducted with the endorsement of the Canadian 
International Freight Forwarders Association 
(CIFFA), produced a substantial representation of 
that segment of the industry. 


Introduction 


Consultations with northern shippers using resupply 
services in the Athabasca and Mackenzie systems 
were supplemented with a questionnaire sent to 
northern communities, Indian bands, federal and 
territorial governments, and northern businesses. 
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Canada's Economic Performance in 1988 


CANADA’S 
ECONOMIC 
PERFORMANCE 
IN 1988 


Canada is a trading nation that must be 
competitive in international markets to grow and 
prosper. Accordingly, its transportation system 
plays a key role in the movement of raw materials 
and industrial goods over vast distances and 
difficult terrain to reach foreign and domestic 
markets. It also plays an important role in the 
transportation of business travellers and tourists. 


The efficiency of Canada’s transportation system 
has a direct impact on the economy; likewise, 
changes in international and domestic markets that 
shape the country’s overall economic performance 
inevitably impact on the transportation system. 


This overview of Canada’s economic performance 
in 1988 reflects a variety of assessments published 
by authoritative sources in both the public and 
private sectors. It sets the context in which the 
transportation industry operated, and identifies 
some of the important economic factors that 
influenced its performance. 


Robust growth in the Canadian economy, as 
well as those of its major trading partners, 
resulted in strong demand for transportation 
services in 1988. 


Gross Domestic Product 


The healthy rate of growth of the Canadian 
economy in 1988 - largely domestically based - 
came from business non-residential expenditures 
and output gains among service-producing 
industries. Real Gross Domestic Product increased 
by 4.5 per cent in 1988, a higher rate than 
expected. 


The strong increase in plant and equipment 
investment, under way since early 1987, was 
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sustained by the business sector. The strength in 
investment was bolstered by a strong corporate 
financial position, capacity constraints in many 
industries and the solid performance of the 
Canadian economy. Increased spending was 
observed in all sectors and most industries in 1988, 
the most notable turnaround being seen in the oil 
and gas industry. 


The growth in service-producing industries came 
from community, business and personal services, 
retail trade and the communication industries. 


Capacity Utilization 


With the strong pace of activity, capacity utilization 
was high in industries such as fabricated metal, 
electrical and non-metallic mineral products, 
primary metals, and furniture and fixtures. 
Canada's resource and heavy manufacturing 
industries operated at high levels. 


Following strong growth in 1987, capacity utilization 
rates for durable goods manufacturers stabilized in 
1988. In resource-based manufacturing industries 
such as pulp, newsprint, steel and petrochemical 
sectors, further output gains were limited by 
capacity constraints. 


Consumer Expenditures 


After stalling in the first quarter, consumer 
spending picked up with the growth in disposable 
income, resulting principally from the 
implementation of Stage One of Tax Reform and the 
consequent reduction in the average personal tax 
rates. 


The rebound in consumer spending translated into 
increased retail and wholesale sales. 


Inflation 


The rate of inflation remained relatively stable in the 
four per cent range during 1988, with transportation 
exerting a downward pull on the Consumer Price 
Index. 


Upward pressure on prices came from housing as 
new housing prices and mortgage interest costs 
increased. Price increases were recorded for 
copper and copper products, nickel, zinc and 
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precious metals. Automobiles and paper products 
also experienced price increases. 


Prices of petroleum and coal products, potash and 
lumber decreased. Notwithstanding the softening in 
oil prices, inflationary pressures were building up 
as a result of capacity constraints and tight labour 
markets. 


The increase in the transportation price index 

(1.9 per cent) indicated a slower growth trend than 
the one observed in previous years, with gasoline 

prices and air fares being the main contributors to 
this trend. 


Canadian Dollar 


The Canadian dollar rose to its strongest position 
since 1981. The strengthening of the Canadian 
dollar resulted from the anti-inflationary stance 
adopted by the Bank of Canada, buoyant economic 
activity and rising commodity prices. As a result, 
the Canadian dollar appreciated against the 
Currencies of some other industrialized countries. 


External Trade 


Merchandise exports and imports continued to 
surge ahead in 1988, led by the significant 
increase in the imports of machinery and 
equipment attributable in part to the increase in 
imports of aircraft and other transportation 
equipment and the rise in imports of other 
machinery and equipment (e.g. air conditioning 
and refrigeration equipment, switching and 
protection mechanisms, and furniture and 
accessories). 


The exports of automobiles, trucks, newsprint and 
wood pulp recorded the highest levels and largest 
increases in 1988. Exports of aluminum and 
precious metals increased; the strong performance 
of these sectors was accompanied by higher 
prices. Despite the drought, exports of wheat 
increased, in value terms, due, in large, to an 
increase in price. Exports of motor vehicle parts, 
Crude petroleum and lumber posted the largest 
declines. 
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Regional Balance 


Canadian economic activity was more balanced 
among regions and industries. The boom in non-oil 
commodity prices strengthened growth in the 
resource-producing western and Atlantic regions. 


Oil and gas exploration and development in 
western Canada have recovered from the 
depressed level of early 1987. 


Given the strength of the pulp and paper sector, 
the healthy growth in primary metals and metal 
fabricating and their greater economic 
diversification, the economies of Quebec and 
Ontario had another year of strong growth. 


World Economy 


The world economy registered a more solid 
performance in 1988 than expected. The 
acceleration of growth in industrial economies 
resulted from sharply higher investment spending 
and from increased consumer spending, the latter 
being sustained by lower inflation and rising 
employment. 


This buoyant economic environment meant positive 
developments for a trading country like Canada. 
Much of the sustained growth occurred in the 
economies of Canada’s key trading countries — the 
United States, Japan, West Germany, the United 
Kingdom and France. 


All in all, the growth of the Canadian economy and 
that of its Key trading partners resulted in a strong 
demand for all transportation services in 1988. 


Canada's Economic Performance in 1988 
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Rail Services 


RAIL SERVICES 


HIGHLIGHTS OF 1988 


Traffic 


CN carried a record volume of traffic while CP Rail 
reached its second-highest level: bulk shipments of 
coal and potash were strong with grain hauls down 
due to a prolonged drought. 


Restructuring 


CN trimmed its balance sheet with the sale of 
select non-rail assets and the Grand Trunk Eastern 
line in the U.S.; it also ceased rail operations in 
Newfoundland and announced intentions to 
abandon its Prince Edward Island network. 


CP Rail restructured its organization with the 
creation of a new division, Canadian Atlantic 
Railway, to handle its Maritime operations. 


Effects of New Legislation 


By year-end, widespread use of confidential 
contracts had reached levels where one-third of 
CN’s and one-half of CP Rail’s traffic (excluding 
statutory grain) were under contract. 


Surveys of rail shippers confirmed the effectiveness 
of competitive access and dispute resolution 
provisions on their negotiations with railways. 


The Minister of Transport requested the Agency to 
undertake an examination of criteria that could be 
used to identify rail networks essential to the 
economic development of any given region in 
Canada. 


Equipment/Operations 


A federal arbitrator imposed conditions on the 
operation of cabooseless trains by CN and CP Rail. 
The two railways appealed the order and in March 
1989 the Federal Court ruled the conditions invalid 
and severed them from the arbitrator’s order. 
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REGULATORY REFORMS 


The National Transportation Act, 1987 contained a 
number of provisions to reduce regulatory burdens 
on the railways and generally foster a more 
competitive environment. 


Rail Provisions 


The legislation permits confidential contracts, 
provides shippers with improved competitive 
access options, and streamlines the rail line 

abandonment procedure. 


Under the new Act, railways can enter into 
confidential contracts with shippers, providing rates 
and terms tailored to individual shipper 
circumstances. The Act also abolished the former 
right of railways to set rates collectively. 


Competitive access options give shippers access 
to more than one railway. The new provisions 
extend rail interswitching limits from 6.4 kilometres 
to 30 kilometres. Captive shippers located beyond 
interswitching limits may, in certain circumstances, 
obtain a competitive line rate to move their traffic to 
the nearest interchange for transfer to a competing 
railway. 


The new Act provides a streamlined rail line 
abandonment procedure as well as new 
alternatives, Such as transferring lines to 
independent operators, and the funding of 


improvements for alternative transportation facilities. 


Dispute Resolution Mechanisms 


The legislation provides for mediation and 
arbitration services as well as public 
investigations to settle disputes between 
shippers and carriers. 


Voluntary mediation is available to shippers and 
carriers for disputes concerning rates or conditions 
with results not binding on the parties. 


Final-offer arbitration applies to the domestic 
shipment of goods by air and non-grain traffic by 
rail, and is binding on both parties for one year. 


Rail Services 


Public interest investigations may be held in cases 
where the disputes have a much broader impact. 
This provision applies to domestic cargo shipments 
by air, all rail freight traffic with the exception of 
grain moved under the Western Grain 
Transportation Act, northern marine resupply traffic, 
and commodity pipeline movements. 


INDUSTRY STRUCTURE 


The rail freight industry is dominated by two 
transcontinental railways, CN and CP Rail. 


The Canadian rail freight industry plays an 
important role in the Canadian economy 
transporting hundreds of millions of tonnes of traffic 
a year. The industry is comprised of 18 railways; 
however, the two transcontinental railways, CN and 
CP Rail (Class | railways), account for most of the 
activity. In terms of output, CN is approximately 20 
to 30 per cent larger than CP Rail and even larger 
in terms of assets and employees. Each of the 
other 16 railways (Class Il) engaged in freight 
services generate annual freight revenue ranging 
from a few million dollars to a few hundred million 
dollars. Generally, these railways fall into one of 
three categories: 


e regional railways such as the British Columbia 
Railway, Algoma Central, Ontario Northland 
Railway, Quebec North Shore and Labrador 
which originate traffic almost entirely from 
mines and forests; 


e lines which belong to subsidiaries of U.S. 
railways such as Burlington Northern, Conrail 
and CSX Transportation; 


e terminal or switching railways which carry traffic 
to or from industries located on their lines to 
the main lines of CN and CP Rail such as 
Essex Terminal Railway and Southern Railway 
of British Columbia. 


CN and CP Rail and a number of the smaller 
railways come under the provisions of the National 
Transportation Act, 1987. Included in this group 
are Quebec North Shore and Labrador, Algoma 
Central, Nipissing Central (the Quebec line of 
Ontario Northland Railway), Essex Terminal, and 
the subsidiaries of the U.S. railways. Other 
companies such as British Columbia Railway come 
under provincial jurisdiction. 
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This review concentrates on the activities of the two 
dominant carriers, CN and CP Rail. 


TRAFFIC 


Carload Traffic 


In 1988, CN carried a record volume of traffic 
and CP Rail transported the second largest 
tonnage of traffic ever, about three per cent 
less than the peak reached in 1987. 


Over the last two decades, CN and CP Rail traffic 
has grown at an annual rate of between one and 
two per cent to total 204.3 million tonnes in 1988. 
The pattern of growth, as Figure 3.1 illustrates, has 
not been even from one year to another because 
the ups and downs of the economy have an impact 
on railway traffic. For example, the economic 
downturns of 1975 and 1982 resulted in substantial 
drops in traffic levels. Because fixed costs 
represent a high proportion of railway expenses, 
the swings in traffic have a noticeable effect on net 
income. An upturn in the economy translates into 
increased demand for rail services; fixed costs can 
then be spread across more units of traffic and net 
income grows significantly. The converse is also 
true. 


Though rail traffic has grown slowly over the years, 
its composition has changed considerably. Bulk 
commodities such as coal, potash, lumber, sulphur, 
pulpwood chips, gypsum, woodpulp and newsprint 
have grown to the point where they now comprise 
50 per cent of total traffic excluding statutory grain 
shipments. Most of this bulk traffic is destined to 
offshore markets or to the United States. 


There has also been significant growth in 
intermodal traffic to the point that, in volume terms, 
it is the second most important non-grain traffic 
after coal. This growth has come from the 
continuing increase in the use of containers in 
international commerce. 


CN carried record tonnage in 1988 and CP Rail 
had its second best traffic year, being only three 
per cent off the peak reached in 1987. These 
results come from strong export shipments of 
non-grain bulk commodities and increases in 
container traffic. Figures 3.2 and 3.3 illustrate the 
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FIGURE 3.1: TOTAL FREIGHT CARRIED 
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Source : Railways' Annual Reports 
filed with the Agency. 


growth in selected bulk commodities for CN and 
CP Rail, respectively. 


A closer look at selected commodity movements of 
each railway in 1988 indicates the following: 


e Grain traffic declined significantly as a result of 
the drought experienced in the Prairies in the 
summer of 1988. The impact was greater on 
CP Rail as it serves more of the affected area 
than CN. 


e Coal traffic set a new volume record, with each 
railway transporting three million tonnes more 
during the year. This growth was caused by 
increased demand from Japan and Korea for 
metallurgical coal to use in their steel 
industries. Normally, the Japanese would rely 
more on Australian mines to meet their 
requirements but labour problems in Australia 
and coal contract negotiations between the two 
countries caused the Japanese to turn to 
sources in other countries. 
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FIGURE 3.2: CN TONNAGE BY SELECTED 
COMMODITY 
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G.P. = Groundwood paper. 


Source: CN's Annual Reports with the Agency. 


e Potash and sulphur shipments were each up by 
close to a million tonnes for CN, whereas for 
CP Rail potash tonnage was down slightly at 
year-end and sulphur traffic showed no growth. 


e Lumber traffic was down throughout the year 
because of lower housing starts in the United 
States and the surtax on imported lumber. 

CN's decrease was larger because it transports 
three times more lumber than CP Rail. 


e The pulp and paper industry had a record year. 
Rail traffic generally remained strong with 
decreases being explained by market and 
modal shifts. Woodpulp, newsprint and 
groundwood paper shipments all increased for 
CN, whereas for CP Rail, woodpulp and 
newsprint traffic decreased and groundwood 
paper traffic grew. 


e Finally, automotive traffic increased for both 
railways. While the increases were not as large 
as for some of the other commodities, the 
impact on total revenues is important. The 
revenue received per tonne of automotive traffic 
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FIGURE 3.3: CP RAIL TONNAGE BY 
SELECTED COMMODITY 
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Source: CP’s Annual Reports with the Agency. 


is several times higher than for other 
commodities. 


Intermodal Traffic 


Intermodal traffic increased. 


Both CN and CP Rail continue to place emphasis 
on the development of intermodal services to meet 
the needs of their customers. 


The increase in intermodal traffic during the year 
was due solely to the transportation of more marine 
containers. Trailer-on-flat-car traffic was down for 
both railways. 


Shippers who used intermodal services reported 
that, on average, 15 per cent of their traffic moved 
in this way. Three-quarters of these shippers 
indicated that they utilized the truck-rail 
combination. Shippers most frequently used freight 
forwarders when they relied on intermediaries to 
make some or all of their intermodal arrangements. 
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COMPETITION 


Confidential Contracts 


Confidential contracts stand out clearly as a 
major success story for both shippers and 
railways. 


Shippers and railways took advantage of the 
confidential contract provision, signing 1,223 
contracts in 1988. Of that number, over 51 per 
cent were filed by CP Rail, 30 per cent by CN and 
the balance involved one of the other rail carriers 
operating in Canada — i.e. Algoma Central 
Railway, Burlington Northern Railroad Company, 
Consolidated Rail Corporation, CSX Transportation, 
Kansas City Southern, Norfolk and Western Railway 
Company, Southern Railway System and Wisconsin 
Central Ltd. 


Rate of Filing 


CN and CP Rail together filed over 100 
confidential contracts a month between 
September and December. 


An examination of the contract summaries revealed 
that confidential contract filing started out slowly 
but grew to a point where the two railways were 
filing over one hundred contracts a month in the 
last four months of the year. Further, many 
contracts signed later in the year were backdated 
to the beginning or to a point earlier in the year. 
Most of CN’s and CP Rail’s confidential contracts 
were signed with shippers for a duration of one 
year or less and only a small number were for a 
period of more than two years. CN signed 
proportionately fewer short term contracts (less 
than six months) and more two to three year 
contracts than CP Rail. 


The use of confidential contracting caught on much 
more rapidly in Canada than in the United States 
where such contracts were first introduced in 1980. 
It is likely that through trade with the U.S., 
Canadian shippers and railways gained 
considerable contracting experience in dealing with 
American railways and they were able to apply this 
to the Canadian legislation. 
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Traffic Carried under Contract 


A substantial proportion of rail traffic was 
moved under confidential contract by year’s 
end. 


Another indication of the importance of confidential 
contracting is the volume of traffic moved under 
such contracts. CN estimates that a third of its 
tonnage (net of grain carried under the Western 
Grain Transportation Act) was under contract at 
year’s end and CP Rail estimates that a half of its 
traffic (net of WGTA grain) was under contract. The 
Agency has estimated, from its survey, that over 
30 per cent of rail traffic moved under confidential 
contract in 1988. All of these figures are evidence 
that the confidential contract provision was used 
extensively and successfully. 


More than half of the origins reported in CN and CP 
Rail confidential contracts were in central Canada, 
with two-thirds from Ontario (Figure 3.4). A large 
proportion of contract origins in Ontario and 
Quebec were paired with destinations in the four 
Western provinces. 


FIGURE 3.4: CONTRACT ORIGINS 
FOR CN AND CP RAIL 
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Note: For those contracts which contain more than one origin and/or destination, 
one origin is counted for each origin-destination pair contained in a contract. As a 
result, the total number of origins is greater than the number of contracts. 


Source: Confidential contract summaries filed with the Agency. 
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Origins in Alberta and British Columbia were the 
next most frequent and were often paired with 
destinations in central Canada. Origins in Atlantic 
Canada appeared ten per cent of the time in CN's 
contracts but much less frequently in CP Rail's, the 
difference being explained by CN's greater 
presence in the region. 


In addition to inter-regional movements, confidential 
contracts were often used for the transportation of 
goods within provinces or regions and this was 
most prevalent in Ontario. 


Extensive use was also made of confidential 
contracts for transborder movements with about 
one-sixth of the origins and destinations listed in 
the contracts of all railways being points in the 
United States. Most transborder shipments to the 
United States were destined for the mid-western 
states; the destinations of transborder shipments to 
Canada were mostly in Ontario and Quebec with 
the exception of some movements between the 
western States and British Columbia. A quarter of 
the United States destinations are paired with 
United States origins. 


Commodities Carried under Contract 


Confidential contracts were accessible to all 
types of industries. 


Confidential contract Summaries and shipper 
survey results indicated that commodities from a 
wide spectrum of industries were moved under 
confidential contracts in 1988. This confirms the 
accessibility of the provision to all types of 
industries. However, some industries signed more 
contracts than others. Products from the chemical, 
food, lumber, pulp and paper, and mining 
industries accounted for 60 per cent of the 
commodities listed in CN’s and CP Rail’s contracts. 


The origins and destinations listed in the 
confidential contracts for these commodities are 
representative of the traditional distribution patterns 
of the industries. For example, chemical products 
had origins in the production provinces of Ontario, 
Alberta and Quebec and market destinations in all 
other provinces and the United States, and food 
products mainly originated in central Canada with 
destinations in all other provinces. Further, lumber 
originated most often in the producing provinces of 
British Columbia, Alberta and Quebec and was 
destined to markets in the United States and other 
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provinces, and pulp and paper products mainly 
originated in Quebec, Ontario and British Columbia 
with destinations in the United States and other 
provinces. 


Size of Shippers 


Confidential contracts were accessible to all 
sizes of shippers. 


Using the number of employees as an indicator of 
shippers’ size, survey results show that confidential 
contracts were accessible to all sizes of shippers. 
Almost half of the shippers indicated that they had 
been approached by a Canadian railway in 1988 to 
negotiate a contract. 


Firms of all sizes stated that the railways had 
contacted them, but more large companies 
reported this than small ones. This is not 
surprising since the railways would give priority to 
contracts with large volume shippers. 


The beneficial effects of confidential contracts were 
reported by firms ranging from under 50 employees 
to those with a workforce in the thousands. 
Numerous small shippers who moved traffic under 
confidential contract reported that they had been 
approached by a railway to negotiate the contract, 
and that they had achieved lower contract rates. 


Impact on Rate Levels 


A majority of shippers surveyed reported that 
their contract rates were lower than published 
rates. 


When asked to rank the factors that prompted them 
to enter into a confidential contract, shippers 
identified ‘rate concessions’ as the number one 
motivating factor. Next in importance were 
‘confidentiality’ and ‘rate guarantees’. 


In the survey, the majority (75 per cent) of rail 
shippers with confidential contract traffic reported 
that their contract rates were lower than published 
rates. As Figure 3.5 demonstrates, shippers who 
obtained a lower rate under a confidential contract 
were well represented in all regions. However, not 
all traffic moved under confidential contracts, and 
not all contract traffic moved under lower rates. 
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FIGURE 3.5:REGIONAL PRESENCE OF SHIPPERS 
REPORTING CONFIDENTIAL CONTRACT RATES 
LOWER THAN PUBLISHED RATES 
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Source : NTA Shippers’ Survey 


Both major railways, as illustrated by Figure 3.6, 
experienced only a slight decline in their revenue 
per tonne-kilometre in 1988. This measure, which 
is a crude indicator of rate levels, shows that on 
average the rate level decreased. However, this 
reflects the influence of many factors such as 
market forces, shifts in traffic mix and distribution 
patterns, shifts in trade, and changes in cost of 
operation as well as the new legislative rail 
provisions. 


Both railways stated in their submission that the 
new legislation impacted on railway prices and 
caused revenue attrition. CN indicated that overall 
price increases were limited to one per cent and 
CP Rail stated that there were strong pressures to 
reduce prices by shippers and international 
markets. 
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FIGURE 3.6: REVENUE / TONNE-KILOMETRE 
FOR CN AND CP RAIL 
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Source: Railways’ Annual Reports 
filed with the Agency. 


Carriers’ Perspective 


Railways positive towards confidential 
contracts. 


In its submission, CN stated that “the ability to 
enter into confidential contracts is the most positive 
new practice that has developed in 1988 and CN 
expects to continue to use this key marketing tool 
to negotiate with shippers mutually beneficial 
services agreements in the years to come”. CP 
Rail, in its submission, pointed out that “it is 
significant that the most market oriented of the 
Act’s provisions — confidential contracts — have 
been so widely accepted by shippers”. 


Shippers’ Perspective 


Shippers also positive towards confidential 
contracts. 


Over half of the rail users surveyed rated the 
impact of confidential contracts on their firm as 


28 


either being positive or very positive. Almost all 
the other respondents were either not invoived in 
negotiations in 1988, were unable to reach an 
agreement, or signed a contract under terms less 
attractive than those they expected. 


Shippers with contracts also reported that they 
moved, on average, 60 per cent of their traffic 
under contract, indicating that it was not necessary 
to commit all rail traffic to a contract to strike a deal 
and that volume was not the only factor in 
negotiations. 


The latter point is confirmed by the fact that those 
shippers having only a small portion of their traffic 
under contract had a positive assessment of 
contracts. Firms shipping less than ten per cent of 
their volume under contracts through to those 
shipping all of their rail traffic under contract 
indicated that contracting had been positive for 
them. 


Benefits of contracting appear to have been shared 
by shippers from all types of industries. However, 
firms from the paper, lumber, chemical, food, and 
mining industries most frequently indicated that 
contracting had positive results. This is not 
surprising given that products from these industries 
appeared most often in confidential contract 
summaries. Shippers reporting favourable 
responses, as Figure 3.7 demonstrates, were well 
represented by a presence in all regions. 


Summary 


Confidential contracts a success. 


Confidential contracts were a major success story 
in 1988. Shippers and railways were quite active in 
signing a large number of confidential contracts — 
more than many anticipated — covering a wide 
range of commodities moving to, from and within all 
regions of Canada. Both shippers and railways 
indicated satisfaction with the competitive benefits 
offered by confidential contracts. In fact, shippers 
most frequently ranked confidential contracts as 
number one in rating which factor was the most 
important in achieving competitive rail rates. 
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FIGURE 3.7:REGIONAL PRESENCE OF SHIPPERS 
REPORTING A POSITIVE IMPACT OF 
CONFIDENTIAL CONTRACTS 
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Source : NTA Shippers’ Survey 


Competitive Access and Dispute 
Resolution 


Over half the rail users surveyed reported that 
competitive access and dispute resolution 
provisions had an effect on their negotiations 
with the railways. 


The NTA encourages competition by offering 
shippers the option of using competitive access 
provisions and by providing shippers and railways 
with dispute resolution mechanisms to settle 
differences over rates and services. Shippers may 
make actual use of the provisions or they may 
employ them as bargaining tools in the negotiating 
process. 


With respect to interswitching activities, figures 
reported by the two major railways show a 
significant amount of activity in the old 
interswitching zone (i.e. up to 6.4 kilometres) and in 
zones between 6.4 and 30 kilometres. 
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Since railways’ systems for tracking interswitching 
activity are currently under development, it was not 
possible to identify changes in interswitching 
activities under the old zone or to differentiate 
between the traffic that used to be voluntarily 
interchanged previously in the 6.4 to 30 kilometres 
range and that which is truly interswitcned in those 
zones as a result of the introduction of the new 
distance limit. 


Until such distinctions are introduced, it would be 
misleading to draw any conclusions from the 
railway data. Survey results, however, show one in 
five shippers saying that interswitching had a 
positive or very positive impact on their firm. As 
Figure 3.8 indicates, these positive results, when 
examined in terms of shippers’ regional presence, 
were reported in all regions. 


FIGURE 3.8:REGIONAL PRESENCE OF SHIPPERS 
REPORTING A POSITIVE IMPACT OF 
EXPANDED INTERSWITCHING 
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The Agency dealt with ten interswitching cases in 
1988 involving requests for extension of the 30 
kilometre limit as well as other matters dealing with 
the administration of the provision. 
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The Agency determined one competitive line rate 
for an application from Alberta Gas Chemicals Inc. 
The Agency's decision in this matter has been 
appealed by CP Rail to the Federal Court of 
Canada. One other application was subsequently 
withdrawn. 


While mediation services were used to deal with a 
number of matters, only one formal application was 
made for mediation respecting a rail freight rate or 
service matter. There were no applications for 
final-offer arbitration nor any requests for public 
interest investigations for rail freight rate or service 
matters. 


The fact that the competitive access and dispute 
resolution mechanisms were seldom used may be 
explained in part by the fact that a number of 
shippers were just learning the ins and outs of the 
legislation. This is supported by the number of 
requests the Agency received for information on 
the provisions. 


The lack of formal use does not mean that the 
provisions are ineffective. Over half the rail 
shippers surveyed reported that these provisions 
had an effect on their negotiations with the 
railways. Furthermore, the users represented all 
sizes of firms though more large firms than small 
ones responded positively. Also, based on 
shippers’ reported regional presence, the positive 
impact was observed in all regions of Canada, as 
Figure 3.9 illustrates. 


The following quote from a shipper typifies their 
approach to the competitive access provisions: 


“The existence of CLR’s and other competitive 
access tools has been a great improvement. The 
fact that few shippers have utilized this extreme 
measure (CLR’s) means that it is working as 
intended, i.e. the CLR is the option of last resort 
for a shipper.” 


One in five shippers also indicated that the 
competitive line rate provisions had a beneficial 
impact on their firm. This positive effect, based on 
shippers’ identified regional presence, was 
reported in all regions of Canada, as Figure 3.10 
shows. 


Rail users found that, as a result of the new 
legislation, railways were more competitive in their 
negotiations with individual shippers. A significant 
number of shippers indicated that they would like 
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FIGURE 3.9:REGIONAL PRESENCE OF SHIPPERS 
REPORTING A POSITIVE IMPACT OF ACCESS 
AND DISPUTE PROVISIONS 


No. of Responses 
30 7 


Atl. PQ: Ont. Man. 


Sask. Alta. B.C. 


Source : NTA Shippers’ Survey 


to have seen more competition between Canadian 
railways. However, in a year where traffic was 
strong and car supply tight and where the railways 
were trying to get their own customers under 
confidential contracts, there was likely little room 
for the railways to aggressively pursue each other's 
traffic. This may not be the case in years to come. 


Finally, it is extremely difficult to measure the 
impact of competitive line rates on the financial 
results of CN and CP Rail and this has been 
recognized by the railways. The difficulty comes 
from the fact that much of the impact of 
competitive line rates is at the bargaining table and 
it is not feasible to separate their effect from all the 
other factors at play in negotiations. 
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FIGURE 3.10: REGIONAL PRESENCE OF 
SHIPPERS REPORTING A POSITIVE IMPACT 
ON COMPETITIVE LINE RATES 
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SERVICE 


Quality 


Carload Services 


Over a quarter of the shippers surveyed 
reported an improvement in quality of rail 
services in 1988. 


Shippers were asked to rate the quality of rail 
service in 1988 in terms of several factors. Overall, 
their responses indicated that they were generally 
satisfied with the service provided by the railways. 
Eight of the service factors, as Figure 3.11 
illustrates, received an acceptable, good or very 
good rating from at least 90 per cent of the users 
and the four other factors received positive ratings 
from at least 83 per cent of the shippers. Shippers 
were also requested to compare the rail service 
offered in 1988 to that provided in 1987. Overa 
quarter of the rail shippers Surveyed reported an 
improvement in rail service in 1988 while only 
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FIGURE 3.11: DISTRIBUTION OF SHIPPERS 
POSITIVE RATING OF SERVICE FACTORS 
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12 per cent reported a slippage in the quality of 
service. 


Operationally, both CN and CP Rail cut the length 
of many of their trains in an effort to improve their 
on-time performance. 


Intermodal Services 


Majority of shippers noted improvement in 
intermodal services. 


The vast majority of shippers (over 90 per cent) 
indicated an improvement or noted changes in the 
level of intermodal services between 1987 and 
1988. The most significant improvements were in 
the areas of equipment supply, service frequency, 
transit time and carrier's cooperation. 


The Atlantic Provinces Transportation Commission 
also reported, based on consultations with carriers 
and shippers, an improvement in intermodal 
services in Atlantic Canada. 
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Both railways are making efforts to improve 
intermodal services. CN made the decision to 
begin double-stack service out of Vancouver in 
1989 and CP Rail has leased 100 sets of 250-foot 
spine cars to place in container services. 


Restructuring 


CN discontinued all rail services in 
Newfoundland in 1988 and CP Rail 
established Canadian Atlantic Railway to 
better serve its customers in the Maritimes. 


CN and CP Rail made major changes to their 
organizations and the way they deliver services to 
their customers during the year. CN discontinued 
all rail service in Newfoundland in September and 
now serves the province through intermodal 
services. This was done under a federal-provincial 
agreement which provided $800 million in 
compensation to upgrade roads, compensate 
employees and improve ports in Newfoundland. 
CN also made application to abandon all of its 
network in Prince Edward Island. 


CP Rail created Canadian Atlantic Railway out of its 
lines and facilities in New Brunswick, Nova Scotia 
and Maine to better serve its customers in the 
Maritimes and to be more competitive with trucks. 


CARRIER PERFORMANCE 


Both CN and CP Rail turned in strong net 
income results in 1988. 


CN’s net income more than doubled in 1988 while 
CP Rail’s net income was strong but lower than its 
record of 1987 because of a decline in traffic. 
However, CP Rail, the smaller of the two railways, 
still had a larger net income before taxes than CN 
as shown in Figure 3.12. Since 1975, CP Rail has 
had a positive net income in all years with only one 
year in which net income was less than 

$100 million. CN, on the other hand, had losses in 
five of the years since 1975 and only five times, 
including 1988, did net income go over the 

$100 million level. 


Part of the difference in net income between the 
two railways can be explained by their different 
capital structure. CN carries a much higher debt 
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FIGURE 3.12: NET INCOME 
CN AND CP RAIL 
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Source: Railways’ Annual Reports 
filed with the Agency. 


load than CP Rail and thus has much higher 
interest expenses. However, CN has embarked on 
a program of selling off non-rail assets and has 
disposed of its holdings in CN Hotels, CNCP 
Telecommunications and two telephone companies. 
This allowed CN to reduce its debt load by about 
$1 billion and thereby reduce interest expenses. 


Analysis also reveals that CN’s operating ratio (the 
ratio of operating expenses to operating revenues) 
has continually been higher than CP Rail’s, as 
Figure 3.13 indicates. CN inherited a vast network 
of track at its creation in 1923 out of bankrupt 
railroads and various other lines were added to its 
system in later years. Parts of this network have 
not generated large volumes of traffic, yet CN, as a 
Crown corporation, was expected to continue 
operating them. CN thus has had a higher ratio of 
track and employees to output than CP Rail. As a 
consequence, CN’s operating expenses net of 
passenger operations (i.e. after subtracting VIA Rail 
payments from CN's operating expenses) per unit 
of output have been higher than those of CP Rail. 
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CN's operating ratio improved in 1988 as well as in 
1987. This improvement was attributable to cost 
reductions since operating expenses per 
tonne-kilometre declined while at the same time 
there was a slight decline in revenue per tonne- 
kilometre. The decrease was due partly to a 
transfer of passenger related activities to VIA Rail; 
however, expenses net of passenger operations 
also experienced a decline. The termination of rail 
services in Newfoundland in 1988 should also 
improve operating results since it has been 
estimated that Newfoundland operations were 
losing $40 million a year. 


CP Rail’s operating ratio was higher in 1988 than in 
1987 due to the fact that revenue per 
tonne-kilometre dropped slightly while expenses 
per tonne-kilometre increased. This situation was 
caused in part by CP Rail not being able to reduce 
its operations and thus expenses as fast as the 
decline that occurred in certain major types of its 
traffic in the last few months of 1988. 


FIGURE 3.13: OPERATING RATIOS 
CN AND CP RAIL 
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NETWORK RATIONALIZATION 


Abandonment Activities 


Processing of abandonments encountered 
delays in 1988. CN and CP Rail plan to file 
applications for abandonment in 1989 
covering about 1,300 miles. 


. The Act requires the Agency to report in the Annual 
Review on the abandonment activities in the 
year-under-review and on the railways’ planned 
abandonments for the current year. An overview of 
this information is supplied here and more detailed 
figures are reported in Appendices A to E. 


There were a total of 25 notices of intent to 
abandon lines in 1988 and the railways followed up 
on 19 of these with applications for abandonment. 
In total, the Agency had 73 applications for 
abandonment before it during the year. These 
included new applications, applications carried 
over from the Canadian Transport Commission 
where decisions had not been rendered, and 
applications up for reconsideration where previous 
decisions had resulted in retention orders by the 
Commission. Forty-seven of the applications were 
from CN, 23 from CP Rail, one joint application 
from CN and CP Rail and two from CSX 
Transportation. 


Because of the time limits established by the Act, 
43 of the cases had to be dealt with during the 
year. The remaining cases were applications which 
were filed after June (which put their deadline in 
1989) and reconsideration cases that were not due 
until 1989 or later. 


The Agency issued decisions on 20 of the 43 
applications. Some of the remaining 23 cases were 
reconsideration applications that were postponed 
to 1989 so that a geographic grouping of lines 
could be achieved. It is estimated that most of the 
backlog will have been dealt with by mid-1989. 


Finally, the Agency canvassed 15 railway 
companies as to their plans for rail line 
abandonment in 1989. CN and CP Rail were the 
only two to submit plans while the others indicated 
that they would not be filing any applications in 
1989. CN plans to file 36 applications in 1989 
covering 574 miles, and CP Rail intends to file 29 
applications covering 732 miles. 


Rail Services 


Request from the Minister of Transport 


“An essential rail network is a moving target...” 


On October 17, 1988, the Hon. Benoit Bouchard, 
Minister of Transport, requested the National 
Transportation Agency to include in its 1988 study 
of the transportation network, pursuant to section 
267 of the National Transportation Act, 1987, a 
special examination of criteria that could be used 
to identify rail networks essential to the economic 
development of any given region. In fulfilling this 
request, staff of the Agency carried out a series of 
consultations with provinces, shippers, carriers and 
other interested parties which can be summarized 
as follows: 


In general, it was agreed that Canada had 
redundant trackage and that abandonments should 
continue so as to ensure a viable rail system. An 
essential rail network was one which would be 
adequate for the economic and competitive 
carriage of identified present and future traffic. 
Criteria put forward to identify particular lines were 
essentially in accord with those included in 
provisions of the National Transportation Act, 1987. 


However, there were sharp differences respecting 
the need for change in the National Transportation 
Act, 1987. The parties who are most immediately 
affected in their day-to-day operations by the 
railway network — shippers and carriers — felt 
strongly that re-opening of the Act was 
unnecessary and inadvisable at this time. Some of 
the provinces’ views, however, could only be 
accommodated completely through major revisions 
to abandonment provisions of the Act. 


In particular, New Brunswick and Quebec held that 
the economic viability of lines should be secondary 
to other criteria in deciding whether they were 
essential, in effect reversing the priorities of Current 
abandonment provisions. New Brunswick held that 
the condition of highway infrastructure should be 
considered in every abandonment application and 
that funds for highway upgrading be a 
pre-condition of allowing any abandonments. 


Many parties made the point that the consultations 
for this study could in no way compare to the 
exhaustive process undertaken in conjunction with 
development of the National Transportation Act, nor 
were they so intended. If amendments were made 
to key provisions, they could have repercussions 
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reaching well beyond their immediate focus, which 
would affect balances which were achieved in the 
Act as a whole. It was further pointed out that if 
the Act was to be amended, there should be a 
scale of consultations commensurate with the 
consultations preceding the passage of the 1987 
Act. 


The different parties suggested a need for policy 
development with respect to sharing of 
infrastructure costs by different levels of 
government, regardless of the mode of transport 
involved. These positions are summarized under 
the following headings: 


+ Suggested Criteria 


Rail lines with the following characteristics might be 
considered part of an essential network: 


—serving shippers whose needs cannot be 
practically or economically met by alternative 
carriers or forms of transportation; 


—serving areas with forest resources or 
mineral deposits with clearly identified 
development potential dependent solely on 
available rail transportation; 


—serving national ports; 


— serving clearly identified industrial 
development needs, such as where new 
commitments to sunk costs have been made 
by industries dependent on rail; 


— required to provide effective competition in 
transport; 


— required in the Maritimes to maintain a basis 
for Newfoundland freight rates. 


+ Suggested Procedures 


—The Agency should exercise more of its 
discretion to consider groupings of lines and 
make recommendations on the disposition of 
sets of lines where an abandonment was 
proposed. 


—The Agency should make greater efforts to 
communicate information on the 
abandonment process and to consult on 
transportation options with parties affected 
by abandonment applications. 


Rail Services 


— Railways and shipper groups insisted that 
any modifications to the criteria must not 
infringe on the current time limits set out in 
the National Transportation Act, 1987 and 
that accelerated rationalization of the rail 
network was essential to achieve cost 
efficiencies. 


+ Suggested Policies 


— Every party contacted raised the question of 
when, how, and how much money would be 
provided to implement sections of the 
National Transportation Act, giving 
assistance to parties adversely affected by 
abandonments. Provision of these 
transitional funds was considered urgent and 
vital. 


— As rail is a federal jurisdiction and highway a 
provincial one, an integrated transportation 
policy is needed to avoid the decisions of 
one government acting at cross purposes to 
those of another. Decisions affecting roads 
and railways are usually made in separate 
arenas and often do not produce the most 
effective use of scarce transportation 
resources, resulting in higher than necessary 
total costs. The railways contend that 
Current government policies create 
non-market forces that artificially induce 
traffic to shift from the rail to the truck mode. 


— Additional measures to encourage short-line 
railways as alternatives to abandonment 
should be considered, including provision of 
seed money and operating subsidies by 
governments, adjustments to labour 
legislation, and establishment of managerial 
expertise in Canada for such operations. 


— Western provinces raised the concern that 
comparable assistance and rationalization 
policies be developed with respect to lines 
governed by the Western Grain 
Transportation Act when they become 
unfrozen. 
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Concluding observations can be drawn from the 
Agency’s consultations: 


— Shippers and carriers are the parties most 
affected and they were opposed to any 
amendments to the abandonment provisions 
of the Act. 


— Some province's views suggested a need for 
new policies dealing with federal sharing of 
highway costs. 


— All parties stressed the importance of 
providing transitional funding under section 
175 of the Act to assist those affected by 
abandonments. 


— There was consensus that short line railway 
operations were unlikely to start up without 
assistance from the federal government and 
main line railways. 


—The criteria suggested for identifying lines 
forming part of an essential rail network were 
in accord with those included in provisions of 
the National Transportation Act, 1987. 


Rail Services 


Trucking Services 


TRUCKING 
SERVICES 


HIGHLIGHTS OF 1988 


Implementation 


The new legislation was subject to wide variations 
in interpretation by provincial regulatory boards. 


Structure 


Carriers continued the long-term trend of 
rationalization and consolidation to meet the 
challenge and opportunities of the changed 
marketplace. 


The trend in the level of consolidations and 
bankruptcies did not show a marked change in 
1988. There was, however, one large bankruptcy, 
that of Transport Route Canada and one major 
acquisition, that of CF Kingsway by Federal 
Industries. 


Competition 


Both shippers and carriers reported increased 
competition in the truckload and 
less-than-truckload markets. Geographically, this 
increase was experienced in all domestic markets 
and in the transborder market. 


Impact of the Legislation 


A vast majority of shippers considered that the new 
legislation was positive or indicated it was too early 
to tell. 


For carriers, the long-term impact will be clearer 
once the National Safety Code is fully implemented. 
For the first year, one-third of the carriers reported 
a positive impact but the majority indicated a less 
favourable effect mainly because of the variation 
between provinces in the interpretation of the 
legislation and use of procedures. 
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Rates 


Both shippers and carriers reported that truckload 
rates declined while less-than-truckload rates were 
more stable but subject to some discounting. 


Performance 
General indications are that in this period of 


adjustment the financial performance of carriers 
was affected. 


REGULATORY REFORMS 


The first year of regulatory reform saw wide 
variations in the interpretation of the new 
legislation by provincial regulatory boards. 


A new national framework for the regulation of 
extra-provincial truck undertakings (i.e. Carriers 
operating beyond the limits of one province or 
territory such as between provinces or across the 
Canada-U.S. border) came into effect on January 
1, 1988. Defined by the Motor Vehicle Transport 
Act, 1987 (MVTA), this new regulatory framework is 
based on a Memorandum of Understanding signed 
by the federal and provincial governments in 1985. 
The main features of regulatory reform in respect to 
extra-provincial trucking are: 


e easing of market entry regulations and 
discontinuance of rate controls; 


¢ promotion of nationally uniform market entry 
administered by the provinces under delegation 
of federal authority; 


e more effective safety regulation of services 
under federal jurisdiction. 


The implementation of market entry reforms is 
proceeding in two phases: 


e On January 1, 1988, the “public convenience 
and necessity” test was replaced by a “fitness’ 
entry test and a “reverse onus” public interest 
test. (Under “reverse onus”, the burden of 
proof shifts from the applicant to the objector.) 


’ 


e On January 1, 1993, the public interest test is 
scheduled to expire and “fitness” will become 
the sole standard for licensing extra-provincial 
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truck undertakings. At that time, existing 
licences will no longer be subject to limitations 
on specific routes or commodities. The 
“reverse onus” provision is subject to review by 
the Minister of Transport to determine whether 
an extension of the transition period is needed. 


There was general agreement among most 
provinces in the fall of 1987 on common guidelines 
for the administration of entry standards. The 
objective of consistency in procedural matters, from 
one jurisdiction to another, relating to applications 
was reaffirmed by the Council of Ministers 
responsible for Transportation and Safety in 
September 1988. To this effect, the federal Minister 
of Transport issued guidelines relating to the 
“public interest” test. However, the first year of the 
transition period saw wide variations in the 
interpretation of the new legislation by provincial 
bodies, ranging from a broad and open policy in 
Quebec and Alberta to a more discretionary 
approach in New Brunswick and Manitoba. 


In a number of provinces, carriers engaged in legal 
proceedings to test the interpretation of the MVTA 
by licensing boards. A jurisdictional dispute to 
determine licensing authority in Ontario (between 
the provincial transportation ministry and the 
Ontario Highway Transport Board) resulted in 
substantial processing delays. 


Carriers consulted as part of the review indicated 
that procedural differences among provincial 
jurisdictions rendered the application process a 
costly, lengthy and uneven exercise. 


INDUSTRY STRUCTURE 


Structural changes during 1988 reflect the 
trends of the past several years. 


Some of the underlying trends and structural shifts 
apparent during the first year of transition 
constitute a continuation of developments which 
emerged prior to the formal enactment of 
regulatory reform. 


Mergers, expansions, acquisitions, and the 
rationalization of operations intensified in 1986 and 
1987 as the time frame and parameters of the new 
legislation became more defined. Established 
carriers applied for broader operating authorities to 
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ensure that their target base of operation would be 
in place by 1988. 


Entry and Rationalization 


New entrants, expansions and consolidations 
marked the industry in 1988. 


Notwithstanding the action taken by carriers to 
consolidate their positions prior to regulatory 
reform, the reduction of entry controls resulted in 
new entrants. This was particularly the case in the 
truckload segment of the market which, except for 
some specialized operations like liquid bulk, has a 
relatively low entry capital threshold. Increased 
entry is reflected in the number of new applications 
granted by provincial authorities and in the 
increase in the “level of service available” as 
reported by shippers. 


The less-than-truckload (LTL) market, which 
involves substantial capital investment and has 
high fixed overhead costs associated with terminal 
infrastructure, does not appear to have had a 
significant number of new entrants. However, the 
expansion of operations of existing or newly 
consolidated carriers effectively introduced a highly 
competitive element in this segment. While route 
rationalizations and consolidations have resulted in 
some market abandonment by carrier entities, this 
has not had the effect of reducing capacity. Intra 
and inter-regional expansion of carriers’ operations 
has increased the “level of service available” to 
shippers. 


Consolidations have not been limited to the LTL 
segment (where the primary intent is to achieve 
economies of scale and a broader market base) 
but extend as well to the truckload segment where 
they provide for better balances in traffic flows. 
Consolidations and route structure changes have 
resulted in less interlining (i.e. transport of freight 
by two or more carriers from point of origin to 
destination), by allowing for broader provisions of 
single line service among regions. However, there 
were also new arrangements whereby local carriers 
benefitted from the interlining requirements of 
Carriers expanding into new regions. 
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Structural Shifts 


New entrants and the broader operating 
authorities of established carriers are 
changing traffic patterns. 


New carrier strategies and market arrangements 
are altering the relationship between the truckload 
and LTL segments of the industry. The biggest 
impact is being felt by carriers operating truckload 
and LTL services. Competition in the truckload 
segment and shipper initiatives in arranging for 
load consolidations are diverting LTL traffic to 
truckload services. At the same time, LTL carriers 
who rely on truckloads for return trips (backhaul) 
face more competition from truckload carriers. 
Alternatively, the truckload carrier's primary traffic 
base (headhaul) is being affected by competition 
from new local entrants as well as the backhaul 
requirements of regional and international carriers 
undertaking market expansions. 


The need for greater operating efficiencies in both 
the domestic and transborder markets for general 
freight carriers may be leading to a greater 
specialization of truckload and LTL operations 
(along the lines of U.S. carriers) altering the 
traditional patterns of eastbound/westbound LTL 
loads from the central Canadian provinces with 
truckload commodity shipments on the backhaul. It 
is estimated that about two-thirds of outbound 
traffic from central Canada is LTL while inbound 
traffic is approximately 80 per cent truckload. 


Owner/Operators 


There was a continued trend towards greater 
usage of owner/operators in 1988. 


The process of rationalization and market 
expansion (even prior to regulatory reform) has 
coincided with the increased usage of 
owner/operators. At the beginning of 1988, the 
relative importance of owner/operators (measured 
as a proportion of total carrier operating expenses) 
had increased 40 per cent since 1980. 


Distances travelled by owner/operators accounted 
for about 38 per cent of total distances travelled 
(by owner/operators plus company drivers) during 
the first half of 1988. The degree of utilization 
varies with carriers’ province of domicile 
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(Figure 4.1). Owner/operators hauling for carriers 
based in Manitoba and in the Atlantic provinces 
accounted for higher proportions than the national 
average, in the case of Quebec-based carriers, it 
was about half the national average. 


FIGURE 4.1: % DISTRIBUTION OF DISTANCES 
TRAVELLED BY OWNER/OPERATOR AND 
COMPANY DRIVER - 1988* 
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Similarly, close to 40 per cent of tractors operated 
by the carriers consulted were owned or leased by 
owner/operators. Carriers in virtually all provinces 
indicated a trend towards increased usage of 
owner/operators owing to the need for flexibility in 
dealing with market expansions and adjustments. 


At the same time, reduction in entry controls has 
provided greater market accessibility to small 
operators (including owner/operators) in the 
truckload general freight and commodity/shipper 
specific segment. 


Trucking Services 


Market Exit 


The level of consolidations and bankruptcies 
in the trucking industry did not change 
significantly. 


The impact of consolidations and bankruptcies in 
1988 on the level of market participation by carrier 
entities appeared to be consistent with trends 
emerging over the last several years. 


Carriers reported a sustained level of activity in all 
regions in respect to mergers and acquisitions. 
The most prominent was the acquisition of CF 
Kingsway Inc. of Toronto by Federal Industries of 
Winnipeg, which already controlled Motorways Inc. 


No particular size of firm was singled out as being 
most susceptible to bankruptcy or take-over, 
though there were specific elements endemic to 
each group (small, medium and large firms) which 
could affect the vulnerability of a firm. Poor cost 
controls and pricing strategies by carriers were 
held as prime factors for bankruptcies in trucking. 


The number of bankruptcy cases reported for 
trucking in 1988 totalled 394 - a slight increase 
over the last three years, though still lower than 
during the recessionary years, 1982 to 1984 
(Figure 4.2). 


In 1988, trucking firm bankruptcies typically 
involved small enterprises operating local 
transportation services, e.g. haulage, moving, and 
livestock transport. However, one notable 
exception was Transport Route Canada which, 
although it had filed a proposal for bankruptcy 
during the year, was not officially identified as 
bankrupt. 


Ninety per cent of the bankrupt companies 
reported liabilities of less than $200,000, while 
nearly 70 per cent had liabilities less than 
$100,000. There were only five bankruptcy cases 
where the company reported liabilities greater than 
a half million dollars - two in Ontario, two in Alberta 
and one in British Columbia. 
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FIGURE 4.2: NUMBER OF CASES OF BUSINESS 
BANKRUPTCIES REPORTED FOR TRUCKING 
1980-1988 
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COMPETITION 


Shippers’ Perspective 


Shippers reported an increase in the number 
of carriers competing for their traffic. 


A majority of shippers reported an increase in the 
number of trucking firms Competing for their traffic. 


In markets covered by extra-provincial carriers (all 
except local), the proportion of shippers reporting 
increased competition was double that for the local 
sector. The highest proportion of shippers 
reporting increased competition was in international 
services, followed by inter-provincial and 
intra-provincial services (Figure 4.3). 


On a regional basis, the increase was more 
significant in central Canada, where close to half 
the shippers noted increased competition in 
truckload services, followed by the western 
provinces, those of the Atlantic region, and the 
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FIGURE 4.3: CARRIERS COMPETING 
FOR SHIPPERS’ TRAFFIC 
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territories. In all these areas, the noted increase in 
level of competition was typically higher for 
truckload than for LTL services (Figure 4.4). 


About one-third of shippers reported an increase in 
the use of the truck mode. Where shifts between 
trucking and other modes could be identified, these 
were marginally in favour of greater use of the truck 
mode. 


Carriers’ Perspective 


Carriers reported new entrants in the truckload 
segment and penetration in LTL markets by 
established regional carriers through 
expansion of routes and services. 


The carriers corroborated the shippers’ assessment 
of changes in the level of competition and reported 
that the truckload sector was characterized by 
competition from new entrants while market 
penetration in the LTL sector derived mainly from 
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FOR SHIPPERS’ TRAFFIC 
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the expansion of routes and services of established 
regional carriers. 


Despite these structural differences in the sources 
of competition, carriers noted a substantial degree 
of overcapacity in both the truckload and LTL 
general freight sectors. Carriers point to the level 
of discounting and the rapid absorption of the 
Transport Route Canada market as an indication of 
the excess capacity. 


About half of the carriers consulted reported an 
increase in tonnage transported. In most cases, 
the incremental tonnage was due to an expansion 
of markets or gain in market share from another 
trucking company. A small number of carriers 
indicated a loss of traffic to rail; in most cases, the 
amounts involved were small relative to the total 
volume handled. Some carriers reported railways 
quoting very competitive rates in certain high 
volume long-haul traffic lanes. 


About one in five carriers indicated that they faced 
increased competition from U.S. owned carriers in 
the domestic market, in about the same proportion 
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in respect to truckload as LTL; these carriers are 
based principally in Quebec, Ontario and Manitoba. 


While carriers report a greater presence of U.S. 
Carriers in domestic markets, it does not appear to 
have resulted in widespread destabilization of 
domestic routes. Broader operating authorities 
acquired by some carriers have allowed them to 
strengthen their competitive position by means of a 
triangular structuring of routes from the central 
provinces both eastward and westward with 
transborder legs on return trips. 


Transborder 


Canadian trucking firms experienced 
increased competition from U.S. carriers. A 
number of Canadian carriers are shifting at 
least part of their operations to the U.S. to be 
more competitive in the transborder market. 


At issue in transborder services are the competitive 
position of Canadian carriers and the potential for 
greater market penetration by U.S. carriers. 


By the time the new regulatory framework was in 
place in Canada in January 1988, a number of 
large U.S. carriers were already operating in 
Canada, having previously established subsidiaries 
or acquired existing carriers. 


About two-thirds of the carriers providing 
transborder service indicated that they faced more 
competition from U.S. carriers in the transborder 
market. Carriers reported that most of the 
competition occurred in the general freight sector 
(both truckload and LTL), though increased 
competition in other sectors of specialized activity 
(e.g. liquid bulk) also took place. In some markets, 
however, carriers indicated that the loss of market 
share, due to competition from U.S. carriers, was 
balanced by an expansion in the market. Not all 
markets were equally affected; in the lower density 
markets (Atlantic and western provinces) the 
strategy of U.S. carriers has been largely to retain 
existing interline arrangements. 


The truckload segment was characterized by 
widespread rate competition arising from new 
entrants (both Canadian and U.S.). New U.S. 
entrants were typically regional carriers based in 
bordering states, smaller in size than U.S. 
companies already operating in Canada. 
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In the LTL market, rates were generally more stable 
than for the truckload segment although 
discounting took place in some traffic lanes to gain 
or retain market share in the face of expansion by 
both U.S. and Canadian carriers and in the face of 
competition from the truckload segment for 
consolidated loads. 


Carriers reported that, in the LTL segment of the 
market, large terminal networks allow U.S. carriers 
greater scope for offering single line service within 
a broad market area; also, the relative proximity to 
the U.S. border of the Canadian general freight 
market (mainly concentrated in southern Ontario 
and Quebec) allowed U.S. carriers to integrate 
domestic and transborder operations. 


Canadian carriers are concerned about sustained 
price competition from large scale U.S. carriers 
(especially in respect to volume shipper discounts), 
and see the need for the harmonization of the two 
countries’ taxation systems. 


In the truckload segment, where operating 
efficiency is dependent on the ability to balance 
loads in both directions, traffic patterns and 
logistics dictate the Canadian carriers’ relative 
position in the marketplace. Canadian carriers 
maintain that because U.S. carriers do not have to 
penetrate deeply into Canada to access the major 
markets, they can draw on domestic U.S. traffic to 
balance headhaul/backhaul loads. In reaction, a 
number of Canadian firms have made greater use 
of U.S. based operators and have set up 
operations in the United States to serve the 
transborder market. 


Private Trucking 


Although for-hire carriers faced more 
competition from private operators in 1988, 
they are divided on the long-term impact. 


At the start of 1988, private carriers accounted for 
almost one-third of total industry operating 
expenses. Private carriers mainly operate locally or 
within the confines of a province and are domiciled 
principally in Quebec and Ontario. 


Nearly half of the carriers consulted indicated the 
involvement of private carriers in for-hire carriage. 
Almost a third reported the loss of some traffic to 
private carriers. The truckload general freight 
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market, principally in central and eastern Canada, 
was the most affected. In addition to loss of traffic, 
for-hire carriers noted the potential for further rate 
erosion in markets already highly competitive as 
private carriers solicited loads to reduce empty 
backhauls. 


Alternatively, one-third of for-hire carriers consulted 
did not consider private carriers to be in a position 
to provide significant competition or have any 
long-term impact. For-hire carriers expect that, 
because of more competitive for-hire services, 
private carriers will reduce their role in trucking, 
particularly in view of the impending 
implementation of more stringent safety regulations. 


However, the Shippers’ Survey revealed that about 
18 per cent of shippers who carry on private 
trucking also participated in compensated 
intercorporate hauling in 1988. Moreover, nearly 30 
per cent reported that they were active in obtaining 
operating authorities in 1988 or were planning to do 
so in the future. More than one shipper out of five 
that owned a private fleet of trucks reported having 
increased the size of the fleet in 1988. 


TRUCKING OPERATIONS 


Impact of Reforms 


Many carriers and shippers considered that it 
was too early to assess the full impact of 
regulatory reforms. 


Based on shipper input and consultations with 
carriers, it would appear that there was an overall 
increase in traffic in 1988 over the previous year. 
Over 50 per cent of carriers reported that tonnage 
handled had increased while more than 30 per cent 
of shippers indicated an increase in the number of 
truck shipments. 


For most carriers, this growth underscored 
adjustments in a marketplace that was being 
redefined by regulatory changes. In evaluating the 
impact of entry changes in extra-provincial 
trucking, a majority of shippers either reported a 
positive effect or indicated that it was too early to 
assess the situation. 


Similarly, carrier assessments were often qualified 
by the distinction between short-term impact and 
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long-term prospects; most carriers considered that 
the real impact would begin with full 
implementation of the safety provisions of the 
legislation. 


Increased competition and the lack of uniformity in 
the application of the legislation were deemed to 
have some impact for carriers in all provinces, at 
least in the short term. Generally, in the long term 
(three to five years), the situation was expected to 
stabilize. 


Overall, about one-third of the carriers consulted 
indicated that the implementation of the new 
legislation had a positive impact on their 
operations. This number drops to about one in four 
carriers when considering the impact on the 
industry in general (Figure 4.5). This dichotomy 
between impact on a carrier's own operations 
versus the industry in general stems from the 
negative perception (even on the part of some 
carriers who have gained from regulatory changes) 
of the lack of consistency among provinces in the 
application and enforcement of the legislation. 


FIGURE 4.5: IMPACT OF REGULATORY REFORM 
CARRIERS’ ASSESSMENT 
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For cerriers for whom the perceived impact was 
positive, the reasons stemmed mainly from 
opportunities provided through ease of entry into 
new or expanded markets, and efficiencies 
resulting from market-based conditions. 


A majority of carriers, however, had a less 
favourable assessment of the impact of regulatory 
changes in 1988 both on their operations and the 
industry in general. Negative assessments were 
based largely on lack of uniformity among 
provinces in regard to handling of applications, 
weights and dimensions, and enforcement. 


Established carriers, in particular, noted that the 
regulatory environment during 1988 was one in 
which it was difficult to plan operations and adjust 
to new market conditions. Carriers pointed out that 
the loss of value of operating authorities held prior 
to regulatory reform was an issue to them. 


There were marked regional differences in carrier 
assessment of the impact on their own operations. 
Positive ratings reported were proportionally 
highest for carriers based in Alberta, the Atlantic 
provinces, Quebec and British Columbia 

(Figure 4.6). These regional differences are likely 
related to circumstances particular to provincial 
jurisdictions and their respective orientations 
towards market entry prior to and following 
implementation of the MVTA. 


Alberta carriers, who had been accustomed to a 
deregulated environment within their province for a 
number of years, welcomed opportunities for 
expansion in other jurisdictions. Early 
implementation of regulatory reforms in Quebec 
allowed carriers in that province to broaden and 
consolidate regional bases. 


Carriers in Saskatchewan, Ontario and Manitoba 
had the highest negative ratings for regulatory 
reforms. Saskatchewan-based carriers did not see 
that they could benefit from additional competition 
arising from less entry controls in their province 
while target markets (Manitoba, Ontario) had not 
provided for the same degree of access. Ontario 
carriers were largely concerned with the uncertain 
status of regulatory reforms and delays in the 
processing of applications in that province. 
Ontario carriers were also concerned about the 
long-term impact of broader entry by U.S. carriers. 


In three of the four regional areas noted above 
where carriers most frequently rated the impact on 
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FIGURE 4.6: IMPACT OF REGULATORY REFORM 
CARRIERS’ ASSESSMENT 
BY PROVINCE/REGION 
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their operations as positive, the assessment was 
considerably less favourable in regard to the 
impact on the industry as a whole. 


In respect to the size of carrier, the lowest degree 
of positive impact was registered by medium-sized 
carriers (operating between 100 and 199 tractors); 
only 10 per cent of carriers in this group 
considered regulatory changes to have benefitted 
their operations in 1988. It was also this group of 
carriers which was considered most vulnerable to 
loss of market share from competition in both 
truckload and LTL segments. By comparison, half 
of the carriers in the 50 to 99 tractor group and 
about one-quarter of the larger carriers (200 or 
more tractors) rated regulatory reforms as positive 
for 1988 (Figure 4.7). 


Rates 


In considering rate changes during the first year of 
regulatory reform, it must be recognized that, while 
new legislation formally abolished rate controls, 
extra-provincial rates had previously only been 
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FIGURE 4.7: IMPACT OF REGULATORY REFORM 
CARRIERS’ ASSESSMENT 
BY SIZE GROUP 
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nominally controlled. In fact, since 1985 rate 
control was reduced to a filing requirement in 
certain provinces. This contrasts with the stringent 
enforcement of rate controls prior to deregulation in 
the United States. 


Truckload 


There was generally a downward pressure on 
truckload rates in 1988. 


Sixty per cent of extra-provincial truck undertakings 
reviewed reported decreases in rates. Similarly, 
close to 30 per cent of the shippers indicated that 
freight rates for truckload services decreased in 
1988 (Figure 4.8). For another 45 per cent of the 
shippers, truckload rates between 1987 and 1988 
remained the same. 


The Shippers’ Survey indicated that the level of rate 
increases or decreases did not vary significantly by 
size of shipper. However, a higher proportion of 
large shippers reported a decrease in rates than 
did smaller shippers (Figure 4.9). 
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Increased competition resulting from the influx of 
new entrants was cited by carriers as largely 
responsible for the strong pressure on truckload 
rates, particularly in the high volume general freight 
markets in Quebec and Ontario. Citing the 
competitive advantages of new entrants (e.g. lower 
overhead), established carriers have adjusted rates 
and increased cost controls to retain market share. 
Specialized segments of the truckload sector (e.g. 
bulk, refrigerated) were less affected by rate 
competition. In the safety-sensitive area of liquid 
bulk, little discounting was reported though the 
level of competition increased in some regions. 


Less-Than-Truckload 


Most shippers reported that rates increased 
slightly or remained about the same. 


Less-than-truckload rates were more stable, though 
subject to discounting in some market segments. 
Ontario carriers reported having to offer substantial 
discounts to retain market share, particularly in 
transborder traffic. The Atlantic Provinces 
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Transportation Commission noted that discounts 
are common for LTL as well as truckload freight 
hauled between the Maritimes and the northeast 
U.S. A large proportion of respondents to the 
Shippers’ Survey (over 75 per cent) reported either 
no change or a moderate increase in rate levels. 

In terms of size of firm, a slightly higher proportion 
of larger shippers reported rate decreases (Figures 
4.10 and 4.11). 


In the case of proposed rate increases, 50 per cent 
of shippers reported that they were successful at 
reducing or eliminating an increase either through 
negotiation or by switching to another trucking 
company. 


In general, for both truckload and LTL services, 
Carriers encountered some expectations for rate 
decreases from shippers as a result of the 
regulatory reforms. Carriers also reported an 
increasing number of shippers instituting a tender 
process for large portions of their shipments. 
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FIGURE 4.10: EFFECT ON LTL RATES 
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Service 


Shippers rated overall quality and efficiency of 
carrier service very highly. 


The vast majority of respondents to the Shippers’ 
Survey reported that services provided by for-hire 
firms had improved or remained stable in 1988. 
Service factors (equipment supply and condition, 
service frequency, transit time, shipment tracing, 
product care, claims handling) were rated very 
highly by shippers for both truckload and LTL. 


According to carriers consulted, the major factors 
arising in dealing with shippers related to prices, 
transit times, equipment, safety and logistics. 
While price considerations appear to dominate 
carrier/shipper relations, increasing emphasis is 
being placed on other factors. 


In the transportation of bulk commodities, 

equipment configuration and safety were heavily 
stressed. In the general freight truckload sector, 
unit costs prevail, putting pressure on carriers to 
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FIGURE 4.11: EFFECT ON LTL RATES 
VS. COMPANY SIZE 
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operate the most productive equipment. The LTL 
sector is characterized by a broad range of 
price/service options where service is differentiated 
by shippers’ needs. The demand for on-time 
performance and service reliability in the LTL 
sector has tended to stabilize the rate structure. 


CARRIER PERFORMANCE 


Financial indicators for 1988 point to a decline 
in carrier performance. 


Despite generally good economic conditions in 
most regions, industry performance in 1988 was 
not as favourable as during the previous five years. 
The overall operating ratio (operating expenses to 
operating revenues) of for-hire carriers for the first 
half of 1988 was estimated at about 0.98. This 
compares with an annual operating ratio slightly 
under 0.96 observed for 1987 (Figure 4.12). 


About 40 per cent of carriers consulted indicated a 
deterioration in their financial condition compared 
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FIGURE 4.12: OPERATING RATIOS OF 
FOR-HIRE CARRIERS 
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to the previous year. In some cases, this situation 
was the result of adjustments arising from 
pre-deregulation developments (acquisitions, 
mergers, expansions, reorganizations); and other 
factors cited related to revenue losses concomitant 
with loss of traffic or rate erosion from increased 
competition. 


The proportion of carriers adversely affected was 
twice as high in medium and large carriers as it 
was in smaller carriers (Figure 4.13). 


Increased efficiency (rather than rates) was the 
prime factor for those carriers who expected to be 
able to maintain or improve their financial situation 
in 1988 (about 60 per cent of those interviewed). 
Productivity gains were made through better 
utilization of equipment and more effective cost 
controls. These carriers also indicated that 
expansion into new markets or improved 
economies of scale through mergers or acquisitions 
had permitted greater rationalization of activities. 


Reduced operating margins have led carriers to 
implement more effective cost/pricing systems. 
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FIGURE 4.13: % OF CARRIERS REPORTING 
DETERIORATION IN FINANCIAL SITUATION, 
BY SIZE GROUP 
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Among carriers of all sizes, there is considerable 
emphasis on implementing market-segmented 
costing systems to ensure provision of competitive 
yet compensatory quotes on freight loads. 


To remain competitive, carriers have increased their 
emphasis on marketing, and placed greater 
importance on customizing services to shippers’ 
requirements. Large general freight carriers have 
also tended to diversify into specialized services 
such as expediting small parcels. Both carriers 
and shippers have reported joint efforts in 
improving logistics and scheduling. 
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HIGHLIGHTS OF 1988 


Affiliate networks 


Air Canada filled out its affiliate network with the 
addition of Air Alliance in Quebec and Northwest 
Territorial Airways in northern Canada. The Air 
Canada and Canadian Airlines International 
networks now compete across all regions, offering 
service to some 150 points in total. 


Tariffs 


Fare wars continued throughout the year in both 
business and leisure travel markets and featured 
new innovations such as bulk purchase discounts 
in addition to the standard array of seat sales, 
deep discounts and “frequent-flyer” programs. 


Carrier performance 


The major airlines flew more passengers and 
transported more cargo farther, but fare 
competition forced yields downward with 
corresponding effects on cash flow and profits. 


Fleet replacement/expansion 


In 1988, the three major Canadian airlines ordered 
a total of 83 new jet aircraft worth over $4 billion, 
with options for another 88 aircraft raising the total 
potential commitment to some $8.7 billion. 


Privatization 


In October, the government sold 45 per cent of Air 
Canada to the public, with the remaining 55 per 
cent to be offered at a later date. The share issue 
raised almost $250 million which will be used 
primarily to fund Air Canada’s extensive fleet 
replacement program. 
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Airports 


Growth in air traffic strained the capacity of air 
traffic control and ground facilities at Toronto's 
Pearson International and Vancouver's International 
airports, resulting in congestion and delays. 
During the worst two-day period in December, 111 
flights into or out of Pearson were cancelled, 
causing disruption of air traffic from coast-to-coast. 


REGULATORY REFORMS 


The new National Transportation Act turned 
“de facto” deregulation into official regulatory 
reform. 


Prior to the National Transportation Act, 1987, 
Canada’s legislation respecting the economic 
regulation of air transport provided for 
comprehensive controls over entry, exit, levels of 
service, routes, operating equipment, passenger 
fares and cargo rates. 


The application of these controls had been eased 
substantially in the years leading up to the new 
Act, but the basic legislative and regulatory 
framework remained in place. 


In May 1984, the New Canadian Air Policy was 
announeed, calling for increased competition and 
reduced regulatory constraints. Key features of 
this policy were: 


e elimination of defined roles for carriers; 
e relaxed entry to markets; 


e elimination of licence restrictions on 
frequencies and aircraft types; 


e freedom to discount ticket prices. 


(Regulation would be retained in northern Canada 
to preserve the stability of fragile service networks.) 


In July 1985, the government issued “Freedom to 
Move” — a comprehensive transportation policy 
statement which reinforced the 1984 initiative and 
proposed even further regulatory reforms for 
domestic air transportation. There followed a 
period of “administrative deregulation” 
characterized by increasingly liberal interpretation 
of formerly restrictive regulations. Airlines in 


Air Services 


Canada took advantage of this unofficial new 
freedom to realign their operations, setting in 
motion competitive strategies that would restructure 
the entire industry. 


The National Transportation Act, 1987 


On January 1, 1988, the new National 
Transportation Act, 1987 turned “de facto” 
deregulation into official regulatory reform. It 
removed the bulk of economic regulation in 
southern Canada, reduced it somewhat in the 
north, and left the regulation of international air 
services relatively untouched. 


Market entry is no longer based on the standard of 
public convenience and necessity. For southern 
Canada, an applicant must be “fit, willing and able” 
(i.e. must have an operating certificate and 
adequate liability insurance) and be Canadian. 
Southern licences can no longer be restricted. For 
northern Canada, the onus is on any objector to 
show why an application for a licence should not 
be granted. 


Market exit for domestic services now only requires 
120 days advance public notice. 


Domestic tariffs no longer have to be filed — only 
published. There is restricted regulatory control 
over fares on monopoly routes in the southern zone 
and on all northern routes. 


Confidential contracts between carriers and 
travellers/shippers are now permissible for 
domestic air transportation. 
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INDUSTRY STRUCTURE 


Carriers and Licences 


The number of active air carriers increased 
slightly, with no widespread demise of 
incumbents, nor any wave of new entrants to 
the industry. 


By the end of 1988, there were almost 1,700 
carriers holding over 3,100 licences to operate air 
services in Canada or to and from Canada. 


Carriers 


During the year, the Agency licensed 33 new 
domestic carriers, the most prominent one being 
Air Alliance. Nineteen of these new carriers were 
authorized to operate to, from and within northern 
Canada. 


Since the end of 1987, the number of licensed 
domestic carriers actually dropped from 1,250 to 
775, but this was due primarily to the exclusion of 
about 350 carriers operating contract, flight training 
or other specialty air services that were no longer 
subject to licensing requirements, and another 150 
carriers (mainly inactive) that did not meet the new 
“fit, willing, able, and Canadian” criteria for the 
issue of replacement licences. 


There were also 12 voluntary cancellations, one 
merger, and one bankruptcy. 


The legislation did not substantially alter the 
regulation of international air services. Nine 
hundred foreign air carriers operated in 1988, only 
35 fewer than in 1987. Approximately 95 foreign 
carriers did not qualify for replacement licences, 
while 55 new international non-scheduled and two 
new scheduled foreign carriers were licensed. 


Licences 


The manner in which licences are defined changed 
substantially under the new legislation, thereby 
making any comparison with previous years 
somewhat meaningless. The following table sets 
out the distribution of licences as of the end of 
1988. 
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Table 5.1 


Air Transport Licences 


Domestic Licences 


Southern Canada 782 

Northern Canada 849 
Scheduled 102 
Non-scheduled AY: 


International Licences 


Held by Canadian Carriers 


Scheduled 87 

Non-scheduled 445 592 
Held by Foreign Carriers 

Scheduled 105 

Non-scheduled 838 _943 

Total 3,106 


Majors and Affiliates 


The air transport industry has seen the rise of 
two large carrier families operating 
fully-competitive coast-to-coast networks. 


One of the most prominent developments 
associated with the deregulation of Canada’s air 
transport industry in the 1980’s has been the 
creation of two large carrier families headed by Air 
Canada and Canadian Airlines International. These 
families evolved through a series of acquisitions, 
mergers and alliances which linked together the 
operations of national, regional and local airlines 
and ultimately produced two fully-competitive 
coast-to-coast networks. 


Both networks incorporate hub-and-spoke 
scheduling, where affiliate Carriers organize their 
flights from outlying points to link up with the parent 
Carrier's operations between major cities or “hubs”. 
This arrangement allows the major carriers to 
deploy their large jets on the higher-density 
intercity routes while their affiliates provide the 
all-important traffic feed. It also enables families to 
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Table 5.2 


The Air Canada Family 


Carrier 


Air Canada 


Air Nova 


(49% owned) 


Air Alliance 


(75% owned) 


Air Ontario 


(75% owned) 


Air Toronto 


(commercial agreement) 


AirBC 


(85% owned) 


NWT Air 


(90% owned) 


Network 


points in all 10 provinces; 
the U.S., the Caribbean, Europe and 
Southeast Asia. 


points in Newfoundland, Nova Scotia 
Prince Edward Island and New 
Brunswick; Montreal, Quebec City, 
Ottawa and Boston. 


points in Quebec; Ottawa and Boston. 


points in Ontario; Winnipeg, Montreal, 
Hartford, Minneapolis, Cleveland and 
Detroit. 


service between Toronto and 
7 northeast U.S. cities. 


points in B.C. and Alberta; 
Whitehorse and Seattle. 


points in the Northwest Territories; 
Edmonton and Winnipeg. 


Fleet 


108 jets 


3 jets 
7 non-jets 


3 non-jets 


1 jet 
42 non-jets 


7 non-jets 


3 jets 

19 non-jets 
1 jet 

7 non-jets 


53 


FIGURE 5.2 


Air Services 


Ontario 
Express 


Table 5.3 


The Canadian Airlines International Family 


Carrier 


Canadian Airlines 


international 
(PWA Corp.) 


Air Atlantic 
(45% owned) 


Inter-Canadien 
(35% owned) 


Ontario Express 
(49% owned) 


Calm Air 
(45% owned) 


Time Air 
(46% owned) 


Network 


points in all 10 provinces and both 
territories; the U.S., Europe, 
Central and South America, 
the South Pacific and Asia. 


points in Newfoundland, Nova Scotia, 
New Brunswick and Prince Edward 
Island: Montreal, Ottawa and Boston. 


points in Quebec and New Brunswick; 


Charlottetown, Ottawa and Toronto. 


points in Ontario; Brandon, Winnipeg 
and Pittsburgh. 


points in Manitoba and the Northwest 
Territories. 


points in B.C., Alberta and 
Saskatchewan; Winnipeg and 
Minneapolis. 


Fleet 


84 jets 
3 non-jets 


7 non-jets 


5 jets 
11 non-jets 


14 non-jets 


15 non-jets 


3 jets 
29 non-jets 
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keep passengers on-line for as much of their 
journey as possible and thereby increase revenues. 


In March 1988, Air Canada filled one of the 
remaining gaps in its affiliate network with the 
commencement of Air Alliance turboprop service 
between Montreal, Ottawa, Quebec City and 
Saguenay/Bagotville. 


This was followed in May by the acquisition of a 
controlling interest in Northwest Territorial Airways, 
formally establishing a connector role which had 
been evolving for over a year. Air Canada also 
negotiated a commercial agreement with Air 
Toronto to provide connector service between 
Toronto and seven northeast U.S. cities. 


Independent Carriers 


The ranks of independent carriers grew in 
1988 with the addition of new charter carriers 
and small local-service airlines; Wardair, First 
Air and City Express remained the largest 
independents. 


The largest independent carrier, Wardair, ' 
completed its second full year as a scheduled 
domestic carrier. Concentrating on the 
high-density intercity routes, Wardair added Ottawa 
to its service network, which already included 
Toronto, Montreal, Winnipeg, Edmonton, Calgary 
and Vancouver. 


Wardair operated international services to 
destinations in the United Kingdom and the 
Caribbean, and during the year, became the 
second Canadian carrier designated to serve Paris 
and the Netherlands. 


The airline also maintained a presence in its 
traditional charter markets — namely California, 
Hawail, Florida, Barbados and Frankfurt. 


First Air upgraded its northern operations in 1988, 
extending its scheduled jet service between Ottawa 
and Iqaluit through to Yellowknife and adding 
Rankin Inlet to its 18-point network. The 
Yellowknife service competed directly with 
Canadian and Northwest Territorial Airways. 


In addition to its scheduled northern network, the 
airline continued service to Mirabel and Boston out 
of Ottawa. First Air also operated passenger and 
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cargo charters to Florida, the Caribbean, Mexico, 
and the Arctic. 


City Express expanded its Toronto-Ottawa-Montreal 
route network in 1988 with additional services to 
Quebec City, Sept-lles and Wabush. It also added 
Rochester, N.Y. as a second U.S. destination, the 
other being Newark, N.J. Service to London, 
Ontario was dropped. City Express entered into an 
arrangement to participate in Wardair’s REWARD 
frequent flyer program, but otherwise retained its 
independent status. 


In the international charter markets, established 
carriers — Nationair, Worldways, Air Transat and 
First Air — were joined in 1988 by several new 
entrants, providing increased choice for consumers 
and tour operators. Among the new charter 
carriers are Vacationair, using Boeing 737 aircraft, 
Odyssey International and Air 2000, both flying 
Boeing 757’s, and Ports of Call, Minerve Canada 
and Holidair, all using DC-8’s. In addition to its 
charter operations, Nationair added another 
scheduled service — Hamilton to London (Gatwick) 
— to its existing Montreal-Brussels operation. 


The shift toward hub-and-spoke feeder networks 
opened up opportunities for smaller commuter 
airlines and, between 1984 and 1987, 27 new 
local-service or “niche” carriers appeared. In 
1988, seven more small independents emerged to 
commence scheduled service — three in the 
Atlantic provinces and one each in Quebec, 
Manitoba, British Columbia, and the Northwest 
Territories. 


Concentration 


Continued consolidation in the industry has 
further reduced Air Canada’s dominance and 
resulted in more intensive competition both on 
heavily-travelled intercity routes and in 
local-service markets. 


In the changing regulatory climate since 1984, the 
air transport industry has undergone significant 
consolidation, primarily as a result of Pacific 
Western Airlines’ acquisition of Canadian Pacific 
Airlines (which had previously acquired Eastern 
Provincial Airways and Nordair), and the creation of 
the two major networks. By 1988, the Air Canada 
and Canadian families plus Wardair handled over 


1. On March 23, 1989, the Agency approved a proposed acquisition of Wardair Inc. by PWA Corporation. On April 24, 1989, the 
Bureau of Competition Policy (Consumer and Corporate Affairs) approved the takeover. 
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95 per cent of scheduled passengers and earned 
over 97 per cent of the related operating revenues. 


However, any appearance of diminishing 
competition in this situation is misleading. There is 
extensive duplication of route coverage between 
the Air Canada and Canadian networks, and 
regional affiliates face an increasing number of 
small commuter carriers as well as each other in 
the scramble for local or feeder traffic. The 
presence of Wardair on some of the 
heavily-travelled intercity routes created additional 
competition in these markets. 


An examination of city-pair markets shows that in 
1988 more carriers were providing more service (in 
both number of flights and total seat capacity) to 
more points. The Air Canada family increased its 
scheduled flights per week by almost 19 per cent 
over 1987 with the largest gains in transborder 
markets and northern services. Canadian and its 
affiliates achieved a larger increase of more than 
28 per cent, with emphasis on southern domestic 
markets. Wardair more than doubled its scheduled 
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flights, both in the international and domestic 
sectors. 


This simultaneous expansion and consolidation has 
had the effect of creating more evenly balanced 
competition between the industry heavyweights. 
Air Canada’s longstanding dominance has been 
eroded to the point where the shares of scheduled 
seat capacity offered by the Air Canada and 
Canadian families in the fourth quarter of 1988 
were virtually identical at 43.4 per cent and 43.9 
per cent respectively. Wardair’s share of 5.6 per 
cent was concentrated in the high-density intercity 
routes. The capacity offered by remaining 
independents declined to 7.2 per cent. 


Air Canada still dominated the international and 
transborder markets, while Canadian offered almost 
triple its competitor's capacity in northern services. 
The large southern domestic market was evenly 
split. 


Table 5.4 


Scheduled weekly seat capacity 


Domestic Domestic 
Carrier South North 
% % 
1988 Change 1988 Change 
Air Canada 290,993 2.8 1,000 0.0 
Affiliates 104,985 5e 22,603 72.8 
Total 395,978 1237 23.603 . 67.6 
Canadian 279,088 (7.8) 63.160) 7 (1748) 
Affiliates 120540 AGES 30,820 94.8 
Total 399,634 Tit 63,980 14.0 
Wardair 53,445 189.4 (0) NA 
Independents 43,919 (38:8) 31,093 PAS 
Total 892,976 2! 118,676 18.0 


Note: ( ) indicates negative figures 


Source: Official Airline Guides 


Transborder International Total 

% % % 

1988 Change 1988 Change 1988 Change 
36,591 5.0 13,993 2.6 342.577 3.0) 
6,796 85.6 O NA 134,384 58.0 
43,387 WH 13,993 2.6 476,961 42 
6,569 (33.2) 9,156 Wot 327,973 (9.0) 
GS USS 176 0.0 154,907 108.1 
9,934 (9.9) 9,332 Tees 482,880 ais) 
471 (516) LS), Weel Cr ts DA 
2) A/S) (48.8) 15740) 96.5 79,057 (26.6) 
56,267 PS 224153 Cee 100077 1220 
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INDUSTRY OPERATIONS 


Traffic 


The generally strong performance of Canada's 
economy in 1988, combined with continued 
intense competition among airlines, produced 
substantial growth in air traffic. 


Passenger 


All three major airlines posted solid traffic gains in 
1988, with a record number of passengers carried 
on scheduled flights. However, these gains were 
largely in international markets. 


Even stronger growth was apparent in the affiliated 
carriers’ and Wardair’s domestic traffic. Using 
scheduled seat capacity as a gauge (no actual 
traffic figures are available), Air Canada’s 
Connectors achieved an increase of almost 60 per 
cent while the figures for Canadian Partners more 
than doubled; Wardair's seat capacity almost 
tripled. Gains were strongest in Quebec and 
Ontario, followed by the Atlantic provinces. 


Traffic growth was clearly evident in the results of 
the Commercial Travellers’ Association (CTA) 
survey which indicated that the average number of 
trios taken by respondents increased by more than 
10 per cent in 1988. 


Toronto continues to be the focal point for most of 
the scheduled traffic in Canada, being included in 


Table 5.5 


Passenger Traffic 


Passengers P nger - km 
(000’s) (000,000’s) 
% % 

1988 Change 1988 Change 
Air Canada 15 CCD SE JMS 616° F858 
Canadian SOS MMS CO 18,018 16.4 
Wardair 1465812 Sse ssh 


Source: Aviation Statistics Centre 
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seven of the top ten scheduled city-pairs. Early 
figures show that traffic in the Montreal-Toronto 
corridor increased by 7.5 per cent and maintained 
its first place ranking. Much larger increases (18 
per cent to 28 per cent) were recorded on the 
Toronto-Vancouver, Toronto-Calgary and Ottawa- 
Vancouver transcontinental routes. 


Transborder (U.S.) and other international 
scheduled traffic carried by major Canadian 
airlines increased by over 16 per cent to 6.4 million 
passengers. Again, Toronto was included in six of 
the top ten transborder city-pairs with Toronto-New 
York ranked first. 


Charter traffic carried by the three major airlines 
increased by three per cent, mostly in transborder 
and international markets. 


FIGURE 5.3: PASSENGERS CARRIED 
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Cargo 


Preliminary figures for the first quarter of 1988 
show that the cargo tonnage handled at the top 30 
Canadian airports was 15 per cent higher than in 


oF Air Services 
Table 5.6 Table 5.7 
Goods Traffic Changes in Air Services Offered 
Goods Direct Seat 
(000 kg) City-pair flights Capacity 
% change % change 
% increase (decrease) (decrease) 
1988 (decrease) 
Montreal- Toronto 1 25 
Air Canada 247,130 (8.0) Toronto-Vancouver 21 50 
Canadian 134,074 40.8 Ottawa-Toronto (12) 10 
Wardair 22,608 235 Calgary-Toronto 83 60 
Calgary-Vancouver 116 14 
Source: Aviation Statistics Centre Toronto-Winnipeg 30 18 
Calgary-Edmonton 8 1 
Edmonton- Toronto 21 61 
Edmonton-Vancouver 14 1 
the corresponding 1987 period. Air Canada ae Aaa fe fee 
continued to dominate this $700 million industry, Re ttn 
; peg O 3 
but lost ground in 1988 while Canadian achieved a Montraclivanceuvar 333 233 
tonnage increase of over 40 per cent. LAN NET 17 18 
St. John's-Toronto 79 23 
P Kelowna-Vancouver (10) (8) 
Service Calgary-Winnipeg (18) (13) 
Ottawa-Vancouver 8 28 
All regions of the country experienced Toronto-Windsor 88 27 
significantly increased service levels in terms Halifax-Ottawa 15 13 


of additional flights, capacity and competition: 


Top 20 Markets 


Service levels in Canada's top 20 city-pairs 
increased substantially during the year, as 
evidenced by a 14 per cent increase in the number 
of direct flights and a 24 per cent increase in the 
seat capacity offered (fourth quarter 1988 versus 
fourth quarter 1987). 


The largest increases occurred in markets such as 
Edmonton-Toronto, Calgary-Toronto, 
Montreal-Vancouver, and Toronto-Vancouver, where 
the three major airlines were flying additional 
frequencies with their new and larger Airbus 310's 
and Boeing 767’s. 


The proportion of jet flights in the top 20 markets 
rose to over 86 per cent, reflecting not only the 
expanding competition among the majors, but also 
the use of small jet aircraft by affiliated carriers. 


Source: Official Airline Guides 


As well as deploying jets in local service, some 
affiliates were adding longer regional routes to their 
networks and entering the high-density intercity 
markets with jet service supplementing their parent 
airlines’ schedules. Examples of this trend are 
found in Inter-Canadien’s Toronto-Montreal and 
Montreal-Quebec City services, Air Nova’s new 
flights between Halifax, Saint John, Montreal and 
Ottawa, and Air Ontario’s service between Sault 
Ste. Marie and Toronto. 


The Commercial Travellers’ Association and 
Alliance of Canadian Travel Associations surveys 
showed a widespread acknowledgement of 
improved service levels across the country. 
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Atlantic Provinces 


À sample of city-pairs in the Atlantic provinces 
showed increases over 20 per cent in both direct 
and indirect flights, with a trend toward increased 
frequencies using smaller non-jet aircraft. The 
most dramatic growth was in the Saint John-Halifax 
market where the number of direct flights increased 
by 51 per cent and seat capacity rose 30 per cent. 


Air Nova added Fredericton, Quebec City, Montreal 
and Ottawa to its network while Air Atlantic 
commenced service to Churchill Falls and Goose 
Bay. inter-Canadien initiated service to Charlo, 
Charlottetown, Chatham, Moncton and Saint John. 
Four independent carriers, Jetall, Air Integra, 
Atlantic Airways, and City Express, opened new 
service to Atlantic points including Charlottetown, 
Fredericton, Moncton, St. John’s, Digby, Halifax, 
Port Hawkesbury, Saint John, and 
Wabush/Labrador City. 


The Atlantic Provinces Transportation Commission's 
report on air services noted substantial 
improvements in service levels throughout the 
Atlantic provinces which produced a very positive 
response from the travelling public. 


Ontario/Quebec 


City-pairs sampled in Ontario and Quebec 
underwent large increases in direct and indirect 
flights (91 per cent and 85 per cent respectively), 
with non-jet flights more than quadrupling. The 
trend toward more frequencies using smaller 
turboprop aircraft was Clearly illustrated in the 
Sudbury-Toronto spoke, where the overall increase 
in flights reached 300 per cent — all in the non-jet 
category — while seat capacity increased only 14 
per cent. 


In Quebec, Air Alliance commenced operations, 
serving Baie Comeau, Mont-Joli, Montreal, Ottawa, 
Quebec City, Saguenay/Bagotville, Sept-Îles, 
Rouyn/ Noranda, and Val d’Or. Air Ontario and 
Inter-Canadien dropped services to about 20 small 
points, but in many cases these were added to 
other networks such as those of Frontier Air, Air 
Alliance, or Bearskin Lake Air Service. 


Ontario Express incorporated Dryden and North 
Bay while Inter-Canadien extended service to Alma 
and Dolbeau. Seven independent carriers — 
Frontier Air, Voyageur Airways, Propair, Bearskin 
Lake Air Service, Nationair, City Express, and 
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Pem-Air — added service to Attawapiskat, Fort 
Albany, Fort Hope, Geraldton, Kashechewan, 
Moosonee, Nakina, Ogoki Post, Peawanuck, 
Thunder Bay, Earlton, Kirkland Lake, Cat Lake, Fort 
Severn, Hamilton, Chatham, and St. Thomas, all in 
Ontario, plus Gatineau/Hull, La Grande, 
Rouyn/Noranda, Val d'Or, Quebec City and 
Sept-lles in Quebec. Air Inuit added six northern 
Quebec communities, expanding its network to a 
total of 18 points. 


Air services were lost or reduced when certain 
independents withdrew from markets or ceased 
operations: Skywalker (Toronto), Trillium Air 

(Sault Ste. Marie, Thunder Bay, Toronto), Les Ailes 
de Charlevoix (La Malbaie, Quebec) and Georgian 
Bay Airways (Parry Sound, Sans Souci Island). 


Western Provinces 


The Prairie provinces and British Columbia 
experienced the least growth in domestic service, 
but still followed the trend with significant increases 
in direct flights and seat capacity offered. 
Additional frequencies included a substantial jet 
component, reflecting AirBC’s introduction of its 
BAe 146 jets on routes such as Vancouver-Prince 
George, Vancouver-Terrace and Edmonton-Fort 
McMurray. 


AirBC also added Fort St. John, Lethbridge, and 
Prince Rupert to its network. Canadian Airlines 
International continued to reduce its jet services on 
low-density regional and local routes, allowing its 
affiliates to enter these markets with smaller 
aircraft. Time Air picked up services to Dawson 
Creek, Edmonton, Fort Nelson, Fort St. John, La 
Ronge, Prince Albert, Quesnel, Regina, Saskatoon, 
Stony Rapids, Uranium City, Williams Lake, 
Wollaston Lake, and Winnipeg; Ontario Express 
added Winnipeg and Brandon. 


Seven independents — Wilderness Airlines, 
Northland Air Manitoba, Skylink Airlines, Central 
Mountain Air, Transprovincial Airlines, Keystone Air 
Service and Perimeter Airlines — added service to 
15 new points including Campbell River, Dean 
River, Jenpeg, Smithers, Terrace/Kitimat, Bronson 
Creek, Dease Lake, Prince George, Telegraph 
Creek, Prince Rupert, Dauphin, Swan River, 
Winnipeg, Cross Lake and Brandon. Services were 
reduced or withdrawn at 12 other points previously 
served by Waglisla Air, Adastra Aviation, Burrard 
Air and Skylink. 
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Northern Canada 


The Yukon and Northwest Territories experienced 
improved service levels in connections with 
southern points with the addition of more direct and 
indirect flights and a 40 per cent jump in 
scheduled seat capacity. Many of the new 
frequencies were jet services, including AirBC's 
BAe 146 service between Vancouver and 
Whitehorse, First Air's B-727 service between 
Yellowknife, Iqaluit and Ottawa, Time Air's F-28 
service between Watson Lake and Edmonton, and 
Northwest Territorial Airways’ B-737 service 
between Edmonton, Yellowknife, Rankin Inlet, 
Cambridge Bay, Inuvik, and Iqaluit. 


Service levels within Yukon were relatively 
unchanged while those within the Northwest 
Territories increased significantly. New competition 
was introduced on nine routes, including 
Iqaluit-Rankin Inlet-Yellowknife where First Air 
challenged Northwest Territorial Airways with its 
own B-727 jet service. 


Northwest Territorial Airways added Aklavik, Fort 
McPherson, Inuvik, Norman Wells and Tuktoyaktuk 
to its route network, while Aklak Air replaced Kenn 
Borek Air's service at Aklavik, Fort McPherson, 
Holman Island, Inuvik, Paulatuk, Sachs Harbour 
and Tuktoyaktuk. Air North added service to Old 
Crow, and Ptarmigan Airways dropped its flights to 
Fort Simpson. 


The survey of northern communities noted 
generally improved service levels, but also pointed 
out exceptions; some communities in the northern 
regions of Alberta and Manitoba as well as in the 
Keewatin Region of the Northwest Territories 
indicated that air services remained unsatisfactory 
or had deteriorated in 1988. 


Observations 


In general, the increased service levels were 
produced by 


e expansion of affiliate carrier operations in local 
and regional markets, supplemented by growth 
in independent carrier activities, and 


¢ competition in the high-density intercity markets 
between the three major airlines, plus an 
increasing presence of affiliate carriers on 
these routes. 


Air Services 


The shift toward more frequent flights using smaller 
aircraft was largely a reflection of the growth of 
feeder services radiating from hub airports. The 
volume of these flights, combined with the 
concentrated peak scheduling associated with 
hub-and-spoke operations, eventually strained the 
capacity of air traffic control and ground facilities at 
Toronto’s Pearson and Vancouver’s International 
airports; the situation was further aggravated by a 
work-to-rule campaign by air traffic controllers. 
Many flights were cancelled or delayed and, due to 
the interdependencies in a hub-and-spoke 
environment, this disrupted air traffic from 
coast-to-coast. By year-end, however, there were 
indications that the airlines were moving to 
consolidate feeder flights by using larger aircraft, 
thereby optimizing their use of limited landing slots 
at busy hub airports. 


The most frequent additional comment contained in 
air transport survey returns referred to problems 
with congestion and delay at Pearson International 
Airport. The Atlantic Provinces Transportation 
Commission study pointed out that travellers 
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FIGURE 5.5: AIRCRAFT MOVEMENTS 
Vancouver International Airport 
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originating in Atlantic Canada show a growing 
reluctance to use the Toronto gateway in travel 
plans. 


Cargo 


Levels of service in the air cargo industry are 
linked to developments on the passenger side 
since most freight is carried in belly holds of 
passenger jets or in jets configured for combination 
use. Accordingly, in 1988 the air cargo industry 
offered increased capacity and convenience 
through expanding route networks, additional 
frequencies, and new equipment. 


Air Canada continued as the only passenger airline 
to operate dedicated cargo aircraft, and 
concentrated on its expanding connector network 
while cutting back on marginal transborder and 
international services. It is also involved in the 
fast-growing courier business through its 
subsidiaries Gelco Express and Northern 
Messenger. 


Air Services 


Canadian expanded its cargo operations with the 
deployment of larger-capacity Boeing 767 aircraft 
in both domestic markets and on European and 
South American routes. 


Wardair opened a new cargo centre at Toronto's 
Pearson International Airport in 1988, and offered 
greatly increased carrying Capacity in its new fleet 
of Airbus 310’s. In addition to its domestic 
network, cargo operations were concentrated on 
U.K. routes. 


The fact that several northern airports showed up 
in the top 30 cargo rankings illustrates the 
importance of air freight to more remote 
communities. In 1988, Canadian Airlines 
International, Northwest Territorial Airways and First 
Air all introduced jets configured for combination 
service on their northern routes. 


Increased service levels were noted in the results 
of the 1988 Shippers’ Survey where respondents 
using air freight services indicated improvements in 
the number of carriers, frequency of services, and 
capacity available. The survey of northern 
communities, however, showed that the overall 
quality of cargo service is unsatisfactory at many 
smaller settlements. 


Tariffs 


Business and economy fares increased on 

most domestic routes; in highly competitive 
markets, more and deeper discounts were 

available. 


Air fares are largely governed by the sophisticated 
and constantly evolving techniques of yield 
management whereby airlines seek to increase 
revenues through optimizing the mix of business, 
economy and discount seats sold on their flights. 
This usually involves adjusting the availability and 
size of discounts and has led to a situation where 
almost two out of every three scheduled 
passengers in Canada fly on discount fares. 


Analysis of fare levels is difficult without knowing 
how many of each type of fare were available and 
sold; for example, it means little that economy fares 
rose by a certain percentage if only a small 
proportion of passengers actually travelled on this 
fare. Nevertheless, certain observations can be 
made with respect to 1988. 
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Business fares, providing additional amenities and 
convenience, are generally available on intercity 
and commuter routes. Competition for high-yield 
business traffic is intense, and tends to be based 
more on service than on price. A comparison of 
fourth quarter 1988 fares with those from the 
corresponding quarter in 1987 shows that business 
fares rose about 10 per cent on most routes. 
Wardair's business fares were generally 15 per cent 
lower than Air Canada’s and Canadians, 
undercutting their economy fares as well. 


The economy or basic fare is the lowest 
unrestricted fare available on a route, and between 
fourth quarters 1987 and 1988, these increased 
about six per cent on most of the top 30 routes. 
Again, Wardair kept its fares lower than the 
competition, although the 15 per cent margin was 
beginning to shrink in 1988. 


The much-publicized “fare wars” of 1988 involved 
aggressive use of discount fares, seat sales, and 
other incentive programs. Wardair launched its 
own frequent flyer plan, and also introduced bulk 
purchase discounts for business and economy 
travellers — a move quickly matched by Air 
Canada and Canadian. On most scheduled 
domestic routes, the total number of discount fares 
available did not change much in 1988, except in 
markets where competition was particularly intense; 
in these latter cases, the number of discounts 
increased and the range went deeper. Although 
Wardair’s business and economy fares were lower 
than its competitors’, Air Canada and Canadian 
offered more and deeper discounts than Wardair on 
virtually every route surveyed. 


On the highly-competitive long-haul 
transcontinental routes, such as Toronto-Vancouver, 
Calgary-Toronto, Edmonton- Toronto, 
Montreal-Vancouver and Ottawa-Vancouver, there 
was a noticeable increase in the number of 
different discount fares offered, primarily by Air 
Canada and Canadian; the lowest of these fares 
was also substantially lower than in the fourth 
quarter of 1987 and represented discounts of more 
than 80 per cent off the full fare. 


The introduction of competition on three northern 
routes produced varied results in terms of fares. In 
the Vancouver-Whitehorse and Edmonton-Inuvik 
markets, where Air Canada Connectors now 
competed with Canadian’s services, economy fares 
underwent the standard six per cent increase, while 
there were more and deeper discounts available. 


Air Services 


On the Iqaluit-Yellowknife route, both economy and 
discount fares plunged dramatically. 


Survey results were relatively consistent on the 
subject of tariffs, indicating increases in business, 
economy and discount fares. 


Travel agents responding to the ACTA survey noted 
a proliferation of discount fares, with increasingly 
complex rules and conditions attached. Increases 
in the number of discount fares available were also 
noted in the survey of northern communities. 


The 1988 Shippers’ Survey reported that more than 
half of the respondents shipping by air paid the 
same rates or less than in 1987. The northern 
survey also indicated that air cargo rates remained 
largely unchanged in 1988 except for increases in 
the Inuvik and Fort Smith Regions of the Northwest 
Territories as well as in northern Manitoba and 
Quebec. 


Fleet 


In 1988, Canadas airlines embarked on 
ambitious re-equipment programs, ordering 
new State-of-the-art aircraft to provide 
flexibility in deployment and lowest possible 
operating costs. 


Majors’ Fleets 


To bring their fleets into line with their corporate 
strategies in the deregulated environment, the three 
major airlines ordered a total of 83 new jet aircraft 
worth over $4 billion. Options for another 88 
aircraft raised the total potential commitment to 
some $8.7 billion. 


Air Canada’s extensive fleet featured 33 Boeing 
727's and 35 DC-9's which were assigned primarily 
to short and medium-haul North American routes. 
Larger Lockheed L1011 and Boeing 747 aircraft 
were used on heavily-travelled international routes 
while Boeing 767's were used to serve thinner 
North Atlantic, transcontinental and long-haul 
transborder markets. DC-8 aircraft were used 
exclusively for cargo operations. 


In July, Air Canada announced a $1.8 billion order 
for 34 Airbus 320’s, with options for an additional 
20, to replace the aging B-727s. The 
technologically advanced A-320's offer a longer 
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Table 5.8 
Major Airlines Fleet Composition 
1987 1988 ON ORDER 
Air Canada 33 B-727 33 B-727 34 A-320 
35 DC-9 36 DC-9 3 B-767 
8 DC-8 (cargo) 6 DC-8 (cargo) 
6 B-747 6 B-747 
15 1011 14 LO 
LAG si Be F677, blot (Bal Og 
aa 11 
Canadian es B-737 Ge B-737 17 aevAe820 
Airlines Int 12 DC-10 18 DC-10 6 B-767 
8 F-27 1 F-27 3 B-747 
1 Electra 2 Electra 
88 nids Be467 
87 
Wardair 3 B-747 3 B-747 8 MD-88 
5 DC-10 1 DC-10 16 F-100 
6 A-310 12 A-310 2 A-310 
212-300 172 MtA:S00 
14 18 


range and 47 per cent fuel savings, and require 
only two flight crew — all of which translate into 
reduced operating costs. At the same time, Air 
Canada expanded its longer-range fleet with the 
delivery of four additional Boeing 767's. 
Arrangements have been made to sell 28 of the 
B-727’s to the U.S. cargo carrier, Federal Express, 
and three more to Worldways Canada. Two of the 
all-cargo DC-8's were sold. 


The fleet that was initially consolidated under 
Canadian Airlines International consisted basically 
of 72 Boeing 737 aircraft operating in domestic and 
transborder service, and 12 DC-10’s deployed 
largely on long-haul international routes. 


During 1988, Canadian took delivery of four 
long-range Boeing 767's, providing flexibility to 
assignments within North America as well as on 
European and South American routes. It also 
announced orders for new aircraft totalling 

$1.6 billion, including three Boeing 747-400’s for 
trans-Pacific services to Hong Kong, Bangkok and 


Tokyo (with options for four additional), six more 
Boeing 767’s (with options for 14 additional), and 
17 Airbus 320’s (with options for 34 additional) to 
replace and supplement the B-737's. 


Wardair expanded its all-widebody fleet with the 
delivery of six Airbus 310's, while disposing of two 
DC-10 aircraft. It also announced a $2 billion 
program to increase its North American capacity 
with orders for two more Airbus 310's, eight new 
MD-88 aircraft (comparable to the Airbus 320) and 
16 smaller Fokker 100 jets, plus options for eight 
more MD-88's and eight more Fokker 100's. 


Affiliates’ Fleets 


Air Canada affiliated carriers increased their 
scheduled flights in the fourth quarter of 1988 by 
almost 36 per cent over the comparable 1987 
quarter. The increase in Canadian affiliates’ flights 
was over 76 per cent. Combined with the even 
higher figures for increases in seat capacity, this 
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Table 5.9 
Major Airlines Scheduled Operating Statistics 
Air Canada Canadian Wardair 
% % % 
1987 1988 Change 1987 1988 Change 1987 1988 Change 

Passengers 

Carried (000's) 12,562 13,680 8.9 8,507 6 619380:6 805 1,465 81.2 
Revenue Passenger- 

Kilometres (000's) 20,974,508 22,812,785 8.8 15,476,565 18,017,739 16.4 SANT SOF 25;2831245 553.6 
Available Seat- 

Kilometres(000's) 30,069,665 32,298,156 7.4 22,409,296 25,936,569 15.7 5,030,209 7,939,095 57.8 
Passenger 

Load Factor 69.75 OCT 69.06 69.47 0.6 67.74 6592427) 
Goods Tonne- 

Kilometres (0005) 809,644 791,407 (2.3) 329,058 394,764 20.0 64,488 68 Fl2nE6:6 


Note: ( ) indicates negative figures 


Source: Aviation Statistics Centre 


indicates a shift toward larger aircraft — a reversal 
of the trend earlier in the year. 


To provide for their expanding services, the 
affiliated carriers acquired turboprop aircraft such 
as Jetstream 31's (19 seats), and Dash-8’s and ATR 
42’s (36 to 50 seats). Some of the larger affiliates 
ordered Fokker 28, Fokker 100, B-737 and BAe 146 
jet aircraft to compete more effectively on longer, 
higher-density routes. 


Independents’ Fleets 


In 1988, City Express standardized its fleet around 
four Dash-7’s and four Dash-8’s. 


First Air took delivery of one Boeing 727 jet, adding 
to its existing fleet of three B-727’s, Beavers, Twin 
and Single Otters, DC-3’s, HS 748’s and Dash-7 
aircraft. 


CARRIER PERFORMANCE 


Expansion in international markets coupled 
with intense domestic competition produced 
mixed results for the major airlines — ranging 
from record profits for Air Canada to severe 
losses for Wardair. 


Operational 


In a year of tough industry conditions, Air Canada 
managed to achieve respectable increases of 
about nine per cent in both number of passengers 
carried and revenue passenger-kilometres. This 
surpassed its rate of capacity increase and 
boosted passenger load factors to 70.6 per cent. 

In spite of these improvements and other 
productivity gains, yields (revenue per 
passenger-kilometre) dropped in 1988 as the airline 
discounted domestic fares to meet competitive 
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pressures and recapture market share lost in the 
1987 ground workers’ strike. 


Cargo operations declined marginally as Air 
Canada restructured this component to reduce 
costs and focus on profitable routes. 


Canadian Airlines International increased its 
operational capacity by more than 15 per cent in 
both passenger and cargo areas. The airline 
attracted 3.6 per cent more passengers in 1988 
through the introduction of new international 
services to Frankfurt and Munich, competitive 
domestic scheduling and the continued growth of 
its extensive feeder network. Larger increases in 
revenue passenger-kilometres indicate a shift in 
concentration toward longer-haul routes, and load 
factors almost matched those of Air Canada. 
Canadian's yields also dropped in 1988 as a result 
of the fare-cutting necessary to protect its 
passenger base. 


Wardair's numbers tell the story of its rapidly 
expanding presence in the high-density intercity 
markets, utilizing newly-delivered Airbus 310 
aircraft. Its lower load factors can be attributed to 
a number of things, including its relatively new 
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scheduled operations, its lack of a feeder network, 
and the effects of its competitors’ frequent flyer 
programs. Wardair’s efforts to attract business 
travellers paid off in increased yields, but its 
low-fare pricing policy kept yields well below those 
of Air Canada and Canadian. 


Financial 


In 1988, the major Canadian airlines were caught 
between the escalating costs of expanding their 
networks and declining yields resulting from heavy 
fare discounting. Multi-billion dollar orders for new 
aircraft represented additional financial pressures 
looming in the near future. 


Air Canada earned a record net income of 

$96 million for the year, more than double the 
previous year’s figure. Increased operating 
revenues were largely due to the consolidation of 
revenues from new subsidiaries (Northwest 
Territorial Airways, Air Alliance, Gelco Express 
Ltd.), but also reflect substantial increases in 
passenger traffic. Other non-operating income was 
provided through the sale of aircraft. 


Table 5.10 


Major Airlines Financial Results 


Air Canada* 
$ Million 1988 1987 
Operating Revenues 3,426 Sac 
Operating Expenses 3,301 +027 
Operating Income 125 104 
Net Income 96 46 


Note: ( ) indicates negative figures 


PWA* Wardair 
1988 1987 1988 1987 
2,176 1874 544 396 
2,098 1707 563 381 
78 164 : (19) 115 
30 28 (22) 36 


* Consolidated 
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_ Operating expenses were also pushed upward by 
the inclusion of new subsidiaries, together with 
increased expenses for sales commissions and 
rising maintenance costs. Annual depreciation 
expenses were significantly reduced. 


PWA Corporation (Canadian Airlines International) 
declared a net income of $30.3 million for 1988. 
After the previous year’s income was Cut in half by 
non-recurring costs related to the integration of 
Pacific Western Airlines and Canadian Pacific 
Airlines, the new airline continued to rationalize its 
network operations and expand both its passenger 
and cargo capacity. This strategy was designed to 
ensure longer-term viability, but during a year of 
intensive fare competition and reduced yields, it 
produced mediocre financial results. 


Wardair's transition to scheduled operations was 
not expected to produce profits until the early 
1990's, and the company incurred severe losses in 
1988. The announced loss of $21.6 million 
represented a drop of almost $58 million from the 
previous year (note that figures for both years 
include after tax gains from sale of aircraft of $28.6 
million in 1987 and $36.1 million in 1988). The 
determined efforts of Air Canada and Canadian to 
protect their market shares blunted Wardair’s 
aggressive price-cutting strategy and although 
Wardair achieved a 37 per cent increase in 
operating revenues, it was not enough to match the 
increased costs of its rapidly-expanding scheduled 
operations. 
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Marine Services 


CANADIAN 
INTERNATIONAL 
LINER TRADE 


HIGHLIGHTS OF 1988 


Service contracts 


The expectation that service contracts, one of the 
new provisions of the Shipping Conferences 
Exemption Act, 1987 (SCEA), would provide 
shippers with a tool for reducing conference freight 
rates has not materialized. Unlike the U.S., where 
thousands of service contracts are in effect, only 
six contracts were filed with the Agency in 1988. 


Independent action 


Although independent action, the provision by a 
conference member line of a rate or service 
different from the standard tariff, was more widely 
used in Canadian liner trade than service 
contracts, there is no evidence that the mandatory 
right of independent action had a measurable 
effect on dampening general rate increases 
imposed on Canadian shippers by conferences in 
1988. 


Loyalty contracts 


The removal of the ability to demand a 100 per 
cent cargo commitment, along with the advent of 
service contracts and independent action, sounded 
the death knell for loyalty contracts, as the 
remaining conferences using these contracts 
eliminated them in 1988. 


Familiarity with SCEA 


The results of the Agency’s surveys of Canadian 
shippers and international freight forwarders 
conducted in 1988 revealed that the majority of 
respondents in both groups were unfamiliar with the 
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provisions or objectives of the new shipping 
conferences legislation. 


Impact of SCEA 


Evidence indicates that the Act had little impact on 
Canadian international liner trade in 1988. 
Changes in industry structure, traffic levels, level of 
service and ocean freight rates from 1987 to 1988 
were more affected by market forces on various 
trade routes, the policies of shipping conferences, 
the continuing rationalization of liner services, and 
decisions on ocean liner shipping made abroad. 


Transpacific Discussion Agreement 


In an attempt to reduce the over-capacity problem 
and raise rates in the transpacific eastbound trade, 
13 conference and non-conference lines providing 
services in the trade formally agreed in 1988 to 
reduce available capacity by 10 per cent 
commencing in 1989. If successful, the agreement 
will stabilize falling rates and eliminate the 
favourable situation enjoyed by Canadian importers 
as a result of the imbalance in cargo flows. 


TWRA rates 


Burgeoning North American exports to the Far East 
as a result of the drop in the value of the US. 
dollar vis-a-vis major Far East currencies triggered 
a series of increases in the ocean freight rates of 
the Transpacific Westbound Rate Agreement 
(TWRA), a conference providing services to Pacific 
Rim countries. At year’s end, rates continued to 
climb as cargo demands still exceeded TWRA’s 
available capacity. 


Vancouver container clause 


The elimination of the requirement to unload 
inbound containers at the Port of Vancouver in 
1988 was expected to aid the port in its battle to 
regain container trade which had been diverted 
through the U.S. ports of Seattle and Tacoma, and 
entice ocean carriers to include once again the 
port in their itineraries. 
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Growth of Electronic Data Interchange 


Many conferences, individual shipping lines, ports 
and governments have taken advantage of 
advances in electronic data interchange to 
increase their operational efficiencies and meet 
their documentation needs. A clear example of this 
trend is the U.S. Federal Maritime Commission's 
commitment to develop an automated tariff filing 
and information system. 


REGULATORY REFORMS 


The new Shipping Conferences Exemption Act 
provides a more equitable balance between 
the interests of Canadian shippers and 
shipping conferences. 


On December 17, 1987, the Shipping Conferences 
Exemption Act, 1987 (SCEA) replaced the Shipping 
Conferences Exemption Act, 1979 (SCEA, 1979). 


The primary objective of the Act remains the same, 
namely to exempt certain practices of shipping 
conferences serving Canada from the provisions of 
Canada’s Competition Act. However, the new Act 
does introduce a number of features which are 
expected to clarify and narrow the exemptions that 
conferences enjoy, provide a more equitable 
balance between the interests of Canadian 
shippers and shipping conferences, and increase 
the scope for price competition among member 
lines of conferences. 


Member lines of a conference agree to set rates, 
charges and conditions of service. To qualify for 
an exemption from anti-combines legislation, a 
conference must file its basic agreement with the 
Agency. However, the exemption does not allow 
conferences to negotiate freight rates with inland 
Carriers or engage in predatory pricing. The Act 
also exposes previously-protected agreements 
between conference and non-conference lines to 
the provisions of the Competition Act. 


A major addition to the new legislation includes the 
mandatory right of member lines of conferences to 
take independent action - the act of setting a tariff 
provision for a rate or service item different from 
the conference's existing tariff provisions. 


The SCEA also allows for the use of confidential 
service contracts by conferences or its member 
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lines. In such an arrangement, the shipper makes 
a commitment to provide a minimum quantity of 
cargo over a fixed period in exchange for a special 
rate and/or service level from the conference. 
However, conferences were given the right to 
establish the terms and conditions governing the 
use of these contracts. 


Also, under the new legislation loyalty contracts no 
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longer require a commitment of 100 per cent of a 
shipper’s cargo. 


Finally, the SCEA provides mechanisms for 
investigating and resolving complaints against 
conference practices when those practices result in 
an unreasonable reduction in transportation 
services or an increase in transportation costs. 


INDUSTRY STRUCTURE 


Except on minor trade routes, the presence of 
conferences remained unchanged in 
Canadian liner trade. 


Shipping conferences — associations of ocean 
Carriers controlling rates, charges and conditions of 
service offered by their member lines — provide 
regular and frequent ocean freight service to and 
from Canada. 


The number of conferences serving Canada in 
each of the past five years can be seen in 
Figure 6.1 below. 


The number of conferences active in Canadian 
trade decreased from 34 in 1987 to 32 by the end 
of 1988 as a result of the dissolution of three minor 
conferences and the formation of one new 
conference. There was little change in the number 
of conferences offering inbound (import), outbound 
(export) and both services from 1987 to 1988. Nor 
were there any changes in the number of 
conferences serving Canada on major trade routes 
in the two year period. 


Statistics as reported in Figure 6.1 show that the 
number of member lines in conferences, the 
number of conferences serving the Canadian east 
and west coasts and the number of services 
provided by shipping conferences in Canadian 
trade declined in 1988. Restructuring of 
international liner shipping in line with changing 
trading patterns, supply and demand factors on 
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FIGURE 6.1: CONFERENCES SERVING CANADA 
AS OF DECEMBER 31 OF EACH YEAR 
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various trade routes, and service rationalization 
appear to be the driving forces behind these 
changes. 


CONFERENCE OPERATIONS 


Importance of Conferences in Canadian 
Trade 


Conference tonnages remained relatively 
stable. 


Non-liner bulk shipments consistently account for 
the vast majority of the total tonnage (i.e. over 200 
million tonnes or roughly 90 per cent of total 
tonnage) moved in Canadian international 
waterborne trade. This reflects the dominance of 
bulk commodities in Canadian international trade. 


The tonnage carried by conferences, although a 
much smaller.component of Canadian international 
waterborne trade, is nevertheless significant given 
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the proportionately higher value of its cargo (i.e. 
manufactured and semi-manufactured goods). 
Changes in tonnages moved by conference and 
non-conference operators in Canadian liner trade in 
1985, 1986 and 1987 are depicted in Figure 6.2. 


Conference tonnages have remained relatively 
stable. Independent liners, as a result of their 
growing numbers and strength, combined with the 
recent reduction in the number of conference 
services, continued to dominate liner trade on the 
Canadian west coast. In contrast, the stability and 
longevity of conference lines on the east coast 
trade routes, especially to the U.K. and the 
Continent, assured that the majority of east coast 
tonnages were carried in conference vessels. 


FIGURE 6.2: CANADIAN INTERNATIONAL 
LINER TRADE 
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Service 


Levels of service provided by conference and 
independent carriers did not change 
appreciably. 


In 1988, as in previous years, shipping lines 
serving Canada introduced new equipment, altered 
schedules and ports of call, changed space 
chartering agreements and initiated and 
discontinued services. However, the net result was 
little change in the overall level of service provided 
to Canadian shippers and importers by conference 
and independent carriers from 1987 to 1988. 


Four lines initiated service in eastern Canada while 
Vancouver saw two major lines shift their operations 
to the United States, two lines merge, and one 
other line withdraw from liner trade. 


The table below shows the changes in the number 
of conference and non-conference lines serving 
Canada on its three major trades routes (i.e. to and 
from the U.K./Continent, the Pacific Rim and 
Australia/New Zealand) from the second quarter of 
1987 to the third quarter of 1988. 


While the frequency of services and average transit 
times to foreign ports provided by both conference 
and non-conference carriers to eastern and 
western Canada remained relatively stable 
throughout 1987 and 1988, several lines introduced 
larger vessels. Despite increases in carrying 
Capacities on a number of routes it is difficult to 
measure the effect of this develooment on 
Canadian shippers and importers since many of 
the lines employing larger vessels call at U.S. as 
well as Canadian ports and actively solicit U.S. 
cargo regardless of port of loading. The Agency 
received no formal or informal complaints from 
shippers regarding the availability of cargo space 
in 1988. 


Tariffs 


Changes in conference tariffs varied on major 
trade routes. 


Changes in conference tariffs were examined for 
major trade routes between eastern Canada and 
Australia/New Zealand, eastern Canada and the 
U.K./Continental Europe, and eastern and western 
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Table 6.1 


Number of Unique Services Offered by Shipping 
Lines on Major Canadian Trade Routes 


To/From Western Canada Spring. 1987 Fall. 1988 
Conference Lines 26) 21 
Non-Conference Lines 21 20 
To/From Eastern Canada 

Conference Lines 24 23 
Non-Conference Lines co 38 


Note: Figures include direct calls to Canada, services to Canada via U.S. ports and landbridge services. 


Canada and the Far East. Results of an analysis of 
a small number of leading commodities (by weight) 
carried by those conferences operating on major 
trade routes were consistent with the changes 
described below. 


Eastern Canada - Australia/New Zealand 


Two conferences, one inbound and the other 
outbound, each with the same two member lines, 
operated on this route in 1987 and 1988. Although 
the outbound conference did institute a general 
rate increase of six percent in 1987, it did not 
increase rates in 1988. Indeed, competition from 
the large number of non-conference operators on 
the route, recent reductions in currency adjustment 
factors and bunker fuel adjustment factors, and the 
increase in the strength of the Canadian dollar 
have, in the aggregate, forced rates down over the 
past two years. Changes in the freight rates of the 
leading commodities carried by this conference 
corroborate these observations. 


Prevailing market conditions and non-conference 
competition have also been responsible for 
generally lower rates on commodities carried by 
the inbound conference on this route in 1988. 
Freight rates for the principal commodities 
remained relatively stable from 1987 through 1988 
as they are set by collective negotiations between 
Australian government marketing boards and all 
Carriers. 


It would appear that the new pricing features 
introduced by the SCEA - independent action and 
service contracts - were not behind the lowering of 
the rates on this route as neither were used by 
either conference. The use of loyalty contracts by 
these conferences was also phased out in 
mid-1987. 


Eastern Canada - United Kingdom/Continental 
Europe 


Four conferences, two outbound (one to the U.K. 
and one to continental Europe) and their inbound 
counterparts, plied this trade route in 1987 and 
1988. Line membership is identical in all four 
conferences. 


The two export conferences initiated no general 
rate increase in 1987; however, in 1988 these same 
conferences increased the general tariff three 
times. Despite these increases, freight rates are 
just now returning to levels considered by the 
conferences to be acceptable after the devastating 
rate wars and sluggish volumes experienced in the 
mid-1980s. The sudden jump in eastbound 
volumes in 1988, as a result of the weakening of 
the U.S. dollar against European currencies, 
restored some degree of balance to cargo flows 
while simultaneously forcing eastbound rates up. 
However, Maersk’s entry into the trade in 1988 with 
its substantial carrying capacity may do much to 
moderate export freight rate increases in the 
coming year. 
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These conferences prohibited the use of service 
contracts and took only two independent actions in 
1988; loyalty contracts, under which the majority of 
export cargo formerly moved, were cancelled 
effective January 1, 1988. 


Despite the recent resurgence of eastbound cargo, 
the majority of the tonnage continues to be moved 
by the import conferences on this route and this is 
reflected in the tariff levels. In 1987, import 
conferences announced one general rate increase; 
in 1988, these same conferences instituted two 
general rate increases. The dominant position of 
the two conferences in this market, the lack of use 
of service contracts and independent action, and 
the continuing strong demand for liner services 
account for these trends. 


Eastern and Western Canada - Far East 


Four conferences operate in the transpacific trade. 
The Transpacific Westbound Rate Agreement 
(TWRA) is the only outbound conference providing 
services from east and west Canada to Pacific Rim 
countries including Japan. Three conferences - the 
Asia North America Eastbound Rate Agreement 
(ANERA) providing services to east and west 
Canada from Pacific Rim countries excluding 
Japan, the Japan-East Canada (JEC) and the 
Japan-West Canada Freight Conference (JWC) - 
provide inbound services to Canada. 


Both TWRA and ANERA are joint Canada/U.S. 
conferences and the JEC and JWC are extensions 
of U.S. conferences. Changes in rates in 1987 and 
1988 are explained, to a great extent, by prevailing 
trends or developments in the U.S. which account 
for the largest proportion of liner trade moving on 
this route. 


After a number of years of depressed rates for 
westbound commodities, TWRA rates began to 
climb in 1987 with the rate recovery continuing 
through 1988. The buoyancy in these freight rates 
in 1988 can be attributed to the decline of the U.S. 
dollar versus the Japanese yen and the 
Subsequent rise in Canadian and U.S. exports to 
the Far East. Westbound tonnage originating from 
the U.S. east, west and Gulf coasts rose, on 
average, by 33 per cent in 1988. 


The sudden growth in exports was responsible for 
the demand for container slots on vessels 
exceeding the capacity available, putting TWRA 
lines under pressure to maximize available capacity 
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and revenues. Indeed, lower value commodities 
had considerable difficulty in securing space on 
TWRA vessels. The situation deteriorated to such 
an extent that TWRA member lines were taking 
independent actions to increase, rather than 
decrease, freight rates. Moreover, as demand 
continued to exceed supply and rates continued to 
climb, TWRA members were reluctant to sign 
service contracts with shippers who were asking for 
a hedge against even higher freight rates. 


In contrast, the reversal of cargo flows as a result 
of the weaker U.S. dollar and the growing 
overcapacity in the eastbound trade signalled lower 
rates for commodities moved from the Far East to 
North America by ANERA member lines in 1988. 


To maintain market share, many ANERA members 
turned to the frequent use of independent action 
which had the effect of driving rates even lower in 
1988. Minimum rate levels had been established by 
ANERA for independent action in 1987 but these 
were discontinued with the enactment of the SCEA, 
and member !ines began setting rates below those 
previously established minima. The use of service 
contracts in the U.S. eastbound trade in 1988 
declined considerably (an estimated 50 per cent of 
ANERA'S cargo moved under service contracts in 
1988 as compared to 80 per cent in 1987) as 
shippers were reluctant to commit themselves to a 
contract rate when tariff rates were falling so rapidly. 


Continuing problems with overtonnaging forced 
many transpacific carriers to formally agree to 
reduce capacity by 10 per cent beginning in 1989. 
Carriers hope that this action will stop the 
downward spiral of eastbound rates and restore 
them to more acceptable levels. 


Like ANERA, JEC and JWC rates decreased in the 
first half of 1988 at which time both conferences 
declared all rates to be open (i.e. member lines 
were free to set their own rates). Upon declaring 
open rates, both conferences discontinued filing 
tariffs with the Agency making it impossible to 
determine the change in tariff levels in the last half 
of 1988. However, information provided in the 
Agency's conference survey revealed that rates 
continued to drop to the end of 1988. 
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EFFECTIVENESS OF THE SCEA IN ITS 
FIRST YEAR 


Service Contracts 


Little use of service contracts in Canadian 
liner trade. 


Only six service contracts, five import and one 
export, were filed with the Agency in 1988. Agency 
surveys of Canadian shippers, freight forwarders 
and conferences confirmed that very little overseas 
freight moved on service contracts in 1988. In 
comparison, close to 500 service contracts were 
filed with the U.S. Federal Maritime Commission 
(FMC) in the first year of the U.S. Shipping Act of 
1984. About 4,000 service contracts have been 
filed with the FMC in each of the last three years 
and it is estimated that some 3,500 are presently in 
effect in U.S. liner trade. 


All of the import contracts filed in 1988 were with 
companies importing cargo from the Far East. The 
sole export contract on file pertains to the 
movement of cargo from Canada to Europe. 


The lack of use of service contracts in Canadian 
liner trade in 1988 would appear to be due to a 
number of influences. The negative effect, from a 
conference perspective, of the widespread use of 
service contracts on general freight rate levels as 
seen in the U.S., would appear to have increased 
the aversion of some Canadian conferences to 
employing them. Moreover, it is understood that 
conferences operating on some trade routes to and 
from Canada have adopted policies prohibiting the 
use of service contracts by member lines. 


Many Canadian exports more likely to move under 
this type of contract such as newsprint, wood pulp 
and other forest products, move on vessels 
chartered by the exporter or on non-conference 
lines specializing in the carriage of these products 
rather than in liner trade. 


Trends in Canadian liner trade were not conducive 
to the widespread use of service contracts in 1988. 
While service contracts may have been welcomed 
by Canadian shippers moving goods to the Far 
East and to and from the U.K. and Europe, the 
constantly escalating rates in these trades in 1988 
provided little incentive for conferences to lock 
themselves into long-term contracts which would 
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not maximize their revenues. On the other hand, 
Canadian importers receiving goods from the Far 
East were much better off without service contracts 
since inbound rates continued to plummet as a 
result of weak demand and overtonnaging in the 
trade. 


While it is unlikely that service contracts will ever 
attain the stature in Canadian trade that they have 
in U.S. trade, because of the proportionately 
smaller number of large shippers in Canada, it is 
not to say that these contracts will not be used 
more frequently in coming years. 


Independent Action 


Only seven conferences made use of 
independent action. 


Independent action is not new to the Canadian 
international maritime scene, since many of the 
conferences serving Canada had included the right 
of member lines to take independent action in their 
conference agreements prior to the enactment of 
the SCEA. 


Conference tariff filings revealed that, out of 32 
conferences, member lines of seven conferences 
made use of independent action in 1988 compared 
to five in 1987. The seven conferences were 
ANERA, TWRA, JEC, JWC, Canadian Group 
Agreement, 8900 Agreement and the Canada-U.K. 
Freight Conference. 


In terms of the number of independent actions 
taken in 1988, two of the seven conferences used 
this pricing option constantly, three others 
somewhat less frequently (i.e. 50 or fewer taken) 
and two, very rarely (i.e. ten or less independent 
actions taken). For those two conferences using 
independent action constantly, survey results 
indicated significant proportions of their 1987 and 
1988 Canadian tonnages moved under 
independent action. 


Evidence shows that in most conferences, the 
initiation of an independent rate action by one 
member line was soon followed by similar rate 
actions on the part of other member lines and that 
independent actions were taken on a wide range of 
commodities. Discounts ranged from 15 per cent to 
45 per cent in 1988 and varied according to 


76 


conference, line within a conference, commodity, 
terms of shipment and routing. 


At first glance, the independent action provision in 
the SCEA appears to have had a significant effect 
on TWRA operations as its member lines made 
considerable use of independent action in 1988, 
especially in the carriage of leading commodities 
moved from Canada to the Far East. However, it 
should be noted that total independent actions filed 
by the conference in 1988 actually decreased over 
the number filed in 1987 (i.e. 1,604 as compared to 
2,258). Moreover, independent actions taken in 
1988 were, for the most part, simply extensions of 
those taken in the previous year. As TWRA 
standard tariff rates rose from 1987 through 1988, 
most member lines adjusted their independent 
action rates upward to maintain a constant 
differential between these rates and standard tariff 
rates. Discounts offered by TWRA lines ranged 
from 10 per cent to 40 per cent depending upon 
commodity, terms of shipment and routing. 


In ANERA’s case, member lines of this conference 
continuously employed independent action through 
1987 and 1988. The removal of minimum rates, 
precipitated by the SCEA, allowed member lines to 
take independent action below previously 
established minima. An examination of leading 
commodities moved by ANERA in Canadian liner 
trade during this period revealed that rates for 
these commodities generally fell primarily because 
of rate actions taken by lines. It was discovered 
that most lines generally followed each others’ 
leads regarding independent action so that, 
although shippers were apt to receive reductions 
ranging from 10 per cent to 30 per cent on these 
commodities, most lines charged similar rates for 
each of the commodities. The incessant use of 
independent action by ANERA member.lines is 
best illustrated by the conference’s restructuring of 
its tariff in 1988 to accommodate independent 
action to the virtual elimination of its standard tariff. 


While the mandatory inclusion of the independent 
action clause in conference agreements filed under 
the SCEA had a minor impact on lowering freight 
rates on Canadian imports from the Far East, it 
would seem that other factors such as shifts in 
trade flows and the imbalance of shippers’ 
demands and available capacity were much more 
prominent in determining rate levels for conference 
services on this route in 1988. 
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Loyalty Contracts 


Loyalty contracts disappear in 1988. 


Under the former shipping conferences’ legislation, 
loyalty or patronage contracts provided Canadian 
shippers and importers with an opportunity to 
obtain a discount (of no more than 15 per cent) 
below the standard conference freight tariff in 
exchange for a formal commitment (normally 100 
per cent) of their cargo to the conference. 


Since 1980, the use of loyalty contracts by 
conferences serving Canada has been declining. 
With the passage of the U.S. Shipping Act of 1984, 
which legitimized the use of service contracts and 
the right of independent action by conferences 
operating in the U.S. liner trade, this decline 
accelerated. Only ten of the 41 conferences 
serving Canada in 1984 were using loyalty 
contracts; by 1987, this number had dropped to 
three. Changes in the SCEA eliminating the right of 
a conference to demand a 100 per cent cargo 
commitment were instrumental in the remaining 
conferences eliminating their use. Until recently, 
the large majority of Canadian liner cargo moved 
by conferences operating in the eastern Canada - 
U.K./continental Europe route did so under loyalty 
contracts but, by January 1, 1988, even these 
conferences had eliminated their use. 


It would appear that the changes in the SCEA 
regarding loyalty contracts hastened their demise 
as did the Act's formal recognition of the use of 
service contracts and independent action by 
conferences serving Canada. 


Shippers’ Perspective 


Most shippers noticed little impact of SCEA on 
their business. 


Results of the shippers’ survey indicate that close 
to two-thirds of all shippers and importers 
responding in 1988 were unfamiliar with the SCEA. 
Only seven per cent of respondents characterized 
themselves as being very familiar with this new 
legislation. According to tabulations, larger 
shippers as well as those shippers or importers 
who arranged the transportation of their goods 
directly with ocean carriers (as opposed to using 
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Table 6.2 


Shippers’ Assessment of SCEA 


Beneficial 
Effect of: (%) 
SCEA in General 29 
Service Contracts 21 
Independent Action 32 
More Than One Designated 
Shippers Group cs) 


Loyalty Contracts 

(Commitment of Less 

Than 100% of Volume) 18 
Stipulation of Notice Period 

for Tariff/Surcharge 

Increases Zt 
Complaint Resolution 7 


No Effect Not Beneficial 
(%) (%) 
63 8 
74 5 
65 3 
85 2 
79 é 
63 10 
90 3 


freight forwarders) were more likely to be familiar 
with the SCEA than smaller shippers. 


Shippers and importers were also asked to rate the 
effect of the new provisions of the legislation as 
well as its overall impact. The aggregated ratings 
of respondents who were familiar with the Act are 
shown in Table 6.2. 


In the case of independent action, a new provision 
in the legislation, only 15 per cent of shippers and 
importers surveyed reported making use of 
independent action rates in the transportation of 
their shipments. A total of 41 shippers in the 
sample reported requesting conference carriers to 
take independent action; 27 of these shippers were 
successful 50 per cent of the time or more in 
persuading conference carriers to file for 
independent action. 


Regarding service contracts, only four percent of 
the respondents indicated using this new SCEA 
pricing feature. The reported usage of service 
contracts may be inflated as a result of shippers 
confusing service contracts with loyalty contracts, 
and including U.S. service contracts. 


In rating the level of service received from 
conference and non-conference ocean carriers in 
1988, respondents rated non-conference carriers 
better on price/rate, but conference carriers 
received better ratings regarding frequency of 
sailings, space availability, transit times and overall 
service. 


Some 10 per cent of shippers responding to the 
marine section of the Agency survey provided 
substantive views on the legislation. Most 
frequently mentioned by shippers and importers 
were difficulties they encountered in negotiating 
service contracts, independent action rates and 
general ocean freight rates with member lines of 
conferences. 


Freight Forwarders’ Perspective 


SCEA had little impact on freight forwarders’ 
operations. 


In addition to shippers and shipping conferences, 
the Agency also polled Canadian international 
freight forwarders for their views of the impact of 
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the SCEA legislation on their operations in 1987 
and 1988. 


Survey results reveal that freight forwarders were 
somewhat more familiar with the SCEA than 
individual shippers; just under one-half of 
forwarders indicated that they were generally 
familiar with the provisions of the legislation. 
Regarding its impact, just under two-thirds of these 
forwarders reported that the Act had only a 
marginal effect on their business in 1988. 


In arranging for the transportation of their clients’ 
inbound and outbound shipments, the majority of 
forwarders assigned cargo to conference and 
non-conference shipping lines on a relatively equal 
basis. With respect to the relative importance of 
selecting a shipping line for their clients, the 
overwhelming majority of forwarders considered 
prices/rates to be the most important factor, 
followed by the frequency of sailings offered by the 
line. 


Regarding the use of independent action, about 25 
per cent of forwarders reported moving clients’ 
import and export cargoes on independent action 
rates frequently. One-half of the respondents noted 
that they had not used independent action rates at 
all in 1988. Forwarders were mixed in their views of 
the effect of the independent action provision on 
the conference system, with 14 per cent saying that 
it weakened the conference system, 14 per cent 
saying it strengthened it, and the remainder 
replying that it had no effect, they did not know or 
it was too early to tell. 


A final point regarding independent action 
concerns the forwarders’ views on the 15-day 
notice period that member lines are required to 
give to their conferences. The survey returns 
showed that 50 per cent of forwarders felt the 
notice period was too long and the other 50 per 
cent felt it was appropriate. 


Of the various types of rates available to 
forwarders, service contracts and loyalty contracts 
were reported to be the least used. However, a 
large majority (80 per cent) of the forwarders 
responding never approached conferences 
regarding the negotiation of service contracts. 


In general, the freight forwarders had no major 
complaints or concerns regarding the operation of 
the SCEA. However, a few reflected some 
dissatisfaction with conferences, noting that they 
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tended to be inflexible at times regarding shippers’ 
needs, particularly in allowing member lines to take 
independent action. 


Conferences’ Perspective 


Conferences indicate minor impact of SCEA 
on operations. 


Three-quarters of all conferences serving Canada 
completed the Agency’s survey questionnaires in 
1987 and 1988. Two conferences in 1987 and 
three in 1988 indicated that the scope of their 
operations did not warrant completing the survey, 
and six other conference sections filed joint returns. 


The issue of independent action was addressed by 
ten conferences, with five conferences expressing 
the desire to see this clause eliminated from the 
Act and five indicating a preference for the 
extension of the present 15-day notice period. In 
relation to the effect of independent action on rates 
in 1988, only three conferences responded that 
they had reduced rates while the other two were of 
the opinion that it had no effect. 


Loyalty contracts were also mentioned as an issue 
by ten respondents who favoured a return to the 
provisions contained in the SCEA, 1979 (i.e. the 
conferences could demand a 100 per cent cargo 
commitment from their shippers). Conferences 
were of the view that, with less than a total 
commitment by the shipper, there would be no way 
of determining if minimum requirements of loyalty 
contracts had been fulfilled, thereby rendering the 
contract unenforceable. 


Nine conferences reported increasing rates in 1988 
with operating costs, line capital costs, and 
increases in ancillary charges most frequently cited 
as contributing to the increases. 


In relation to service contracts, 11 conferences 
advocated no changes to current provisions while 
nine declined to respond. 


One conference indicated the SCEA’s positive 
effect on the way business is done, four noted a 
negative effect, and 15 said there was no effect. 
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IMPACT OF THE SCEA 


Evidence indicates that the SCEA had little impact 
on Canadian international liner trade in 1988. 
Changes in industry structure, traffic levels, level of 
service and ocean freight rates from 1987 to 1988 
were more affected by the play of market forces on 
various trade routes, the policies of shipping 
conferences, the continuing rationalization of liner 
services, and decisions made abroad on ocean 
liner shipping. 


Few service contracts were filed in 1988. 
Independent action enjoyed wider use, but had 
only marginal impact (and only on one trade route). 
In fact, independent action was sometimes taken to 
increase rather than decrease rates. The SCEA 
effectively eliminated loyalty contracts from 
Canadian liner trade. 


Results of Agency surveys of Canadian shippers, 
international freight forwarders, and conferences 
serving Canada confirmed the minimal effects of 
the SCEA on their respective operations, and the 
widespread unfamiliarity with the details of the 
legislation. 
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NORTHERN MARINE 
RESUPPLY 


HIGHLIGHTS OF 1988 


Withdrawal of Arctic Transportation Ltd. 


The withdrawal of Arctic Transportation Ltd. from 
community resupply in the Mackenzie system and 
the sale of its river equipment to Northern 
Transportation Company Limited, the system's 
major water carrier, was the year’s major 
development. Prior to the commencement of the 
1988 season, Arctic Transportation Ltd. informed 
the Agency that it would not be applying for a 
community resupply licence. This has had the 
effect of strengthening Northern Transportation 
Company Limited’s dominant position in the system. 


Completion of Saskatchewan Power 
Corporation’s hydro line 


The completion of the work on Saskatchewan 
Power Corporation’s new hydro line along the north 
shore of Lake Athabasca was the major 
development in the Athabasca system. Its 
completion will resurrect the 1983 to 1986 trend 
toward declining cargo tonnages in the system, 
especially with respect to bulk fuel movements. 


FTÉCARQUE position of Cree Band Marine 
td. 


Cree Band Marine Ltd. experienced a number of 
problems in 1988 which prohibited it from providing 
a regular barging service. 
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REGULATORY REFORMS 


Marine Services 


INDUSTRY STRUCTURE 


Major changes included the repeal of the 
Transport Act, the streamlining of licensing 
procedures and the easing of tariff filing 
requirements. 


Recognizing its obligation to ensure that remote 
northern communities receive the water 
transportation services necessary to their economic 
survival at a reasonable cost, the Federal 
government, through the Canadian Transport 
Commission, regulated the movement of 
passengers and goods in the north under the 
Transport Act until 1987. There were considerable 
changes to this regulatory regime in 1988 with the 
passage of the National Transportation Act, 1987 
(NTA) and the subsequent repeal of the Transport 
Act. 


Of major importance was the deregulation of the 
marine movements of national defence cargo and 
of cargoes in support of the exploitation and 
exploration of non-renewable resources in the 
north. However, the NTA stipulates that licensing 
requirements apply to water carriers providing 
community resupply services in the Mackenzie 
River and western Arctic and Athabasca systems 
(Figures 6.3 and 6.4). Under the Transport Act, the 
Canadian Transport Commission regulated the 
movement of all passengers and goods in the two 
systems. Bulk fuel movements in the western 
Arctic, which had not been regulated, are now 
included within the definition of community 
resupply cargo and subject to regulation. 


The Act also allowed for the grandfathering (upon 
application) of those carriers who had, in the five 
years preceding the passage of the new NTA, 
provided community resupply services in the two 
systems. 


The new legislation also streamlines the licensing 
process by authorizing the issuance of community 
resupply licences for an indefinite duration rather 
than for a one-year period (as was the case under 
the Transport Act) and by licensing a carrier’s total 


Capacity rather than individual pieces of equipment. 


Changes in tariff provisions call for carriers to file 
with the Agency actual tariffs being charged and to 
publish these tariffs in the communities they serve 
in lieu of having the regulatory body approve a 
maximum standard tariff. 


The structure of both the Mackenzie and 
Athabasca systems remained relatively 
unchanged. 


While the northern marine resupply environment 
underwent major regulatory changes, the structure 
of the industry was not materially affected from 
1987 to 1988. 


In 1988, the Agency licensed three carriers - 
Northern Transportation Company Limited, Cooper 
Barging Service Ltd. and Coastal Marine Ltd. - to 
provide resupply services in the Mackenzie system. 
In 1987, these three carriers, as well as Arctic 
Transportation Ltd. and Len Cardinal Transport, had 
been licensed. Beluga Tours Ltd. was also 
providing services under interim operating 
authority. Arctic Transportation Ltd. declined to 
apply for a licence for the 1988 season but 
continued to operate in support of oil and gas 
development in the Beaufort Sea. 


Northern Transportation Company Limited has been 
the dominant carrier in the Mackenzie system for 
many years; however, in 1988 it further 
strengthened its position as a result of the 
withdrawal of Arctic Transportation Ltd. and its 
purchase of Arctic’s river equipment. 


In the Athabasca system, the Agency licensed two 
carriers in 1988, A. Frame Contracting Ltd. and 
Cree Band Marine Ltd. While A. Frame Contracting 
Ltd., the principal carrier in the system, operated 
through the 1987 season, Cree Band Marine Ltd. 
continued the service of Pine Creek Marine (a 
licensed carrier in 1987 that went into receivership 
toward the end of the season) using the latter’s 
self-propelled barge. Sidney McKay, also licensed 
to operate in the system in 1987, was exempted 
from licensing provisions in 1988 on the basis of 
equipment capacity. Mr. McKay operated his own 
equipment only occasionally in 1988. 
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THE MACKENZIE RIVER AND WESTERN ARCTIC REGION 


FIGURE 6.3 
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FIGURE 6.4 
LAKE ATHABASCA REGION 
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NORTHERN MARINE OPERATIONS 


Areas of Operation and Level of Service 


No significant changes in the number of 
communities served and the capacity 
available in the Mackenzie and Athabasca 
Systems. 


There was no significant change from 1987 to 1988 
in the number of communities served by licensed 
carriers, nor in the carrying capacity available in 
the Mackenzie system. Northern Transportation 
Company Limited continued to offer services to all 
major communities which it had resupplied in 1987, 
utilizing 72,246 registered tons of equipment. 
Cooper Barging Service Ltd., with a licensed 
tonnage of 933 registered tons, continued to satisfy 
what little demand for marine resupply remained on 
the Nelson and Liard Rivers and also provided 
unscheduled and charter services between Fort 
Simpson and Norman Wells. Beluga Tours Ltd. 
provided a service with a registered tonnage of 215 
tons in the vicinity of Norman Wells throughout the 
1988 season. Coastal Marine Ltd. also provided a 
charter service using equipment totalling 234 
registered tons between Inuvik and Tuktoyaktuk in 
1987 and 1988. 


The number of calls made by Northern 
Transportation Company Limited to the northern 
communities it served in 1988 was comparable to 
1987, given that community resupply tonnages (of 
which Northern Transportation Company Limited is 
virtually the only carrier) remained relatively stable. 
Beluga Tours Ltd. also maintained its 1987 level of 
service in 1988, continuing to provide charter 
services to Esso Petroleum in Norman Wells. Due 
to major refitting of its tug in 1988, Coastal Marine 
Ltd. only began operations in August, considerably 
limiting its number of trips between Inuvik and 
Tuktoyaktuk. The level of service provided by 
Cooper Barging Service Ltd. also increased in 
1988 as a result of its contract with Chevron Oil. 


In the Athabasca system, A. Frame Contracting 
Ltd., using a fleet totalling 2,761 registered tons in 
1987 and 1988, serviced the communities of Fort 
Chipewyan, Fort Fitzgerald, Camsell Portage, 
Uranium City, Fond du Lac and Stony Rapids from 
Fort McKay in 1987 and 1988. With the exception 
of Fort Fitzgerald and Uranium City, Cree Band 
Marine Ltd., operating one self-propelled barge 
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totalling 240 registered tons in 1987 and 1988, was 
also licensed to serve the same communities in 
both years although insurance restrictions 
prevented it from making any trios to Fond du Lac 
and Stony Rapids in 1988. Sidney McKay operated 
a single vessel on an unscheduled basis between 
Fort McKay and Fort Chipewyan in both years. 


A. Frame Contracting Ltd. sailings dropped from 14 
in 1987 to 11 in 1988 with the winding down of 
work on the Saskatchewan Power Corporation 
hydro line. Similarly, constant equipment 
breakdowns adversely affected the number of trips 
planned by Cree Band Marine Ltd. in 1988, its first 
full year of operation. 


Traffic 


Tonnage carried decreased in the Mackenzie 
system and increased in the Athabasca 
system. 


Total freight tonnage moved by licensed carriers 
operating in the Mackenzie system decreased by 
12 per cent in 1988. The trend in freight tonnages 
carried in the system over the past six years is 
illustrated in Figure 6.5. 


With the exception of 1985, when marine operators 
enjoyed a slight resurgence in tonnage as a result 

of the oil and gas related activities in the Beaufort 

Sea, freight carried has consistently declined since 
1983. 


Community resupply cargoes accounted for 80 per 
cent of total tonnage carried by all operators in 
1988. Northern Transportation Company Limited 
was again the primary mover of this type of cargo 
by a wide margin; 83 per cent of its total freight 
carried in 1988 consisted of community resupply. 
Resupply constituted 50 per cent of Cooper 
Barging Service Ltd.'s total tonnage in 1988 but the 
system's other two carriers - Beluga Tours Ltd. and 
Coastal Marine Ltd. - relied almost exclusively on 
the resource sector to charter their equipment. 


Almost 93 per cent of the resupply cargo carried 
by Northern Transportation Company Limited in 
1988 originated from Hay River and Norman Wells. 
The majority of tonnage moved from these points 
consisted of bulk fuel shipments. Major 
destinations included Inuvik (28 per cent of total 
tonnage), Yellowknife (26 per cent), Norman Wells 


86 


(9 per cent), Cambridge Bay (7 per cent) and 
Tuktoyaktuk (6 per cent). Freight movements in 
support of the resource sector have waned in 
recent years; however, resupply tonnages have 
remained relatively stable and continue to be the 
mainstay of the system’s major carrier. 


In the Athabasca system, an index of the changes 
in bulk fuel, deck cargo and total tonnage carried 
by A. Frame Contracting Ltd., can be seen in 
Figure 6.6 for 1984 through 1988. 


While freight moved in support of the construction 
of the Saskatchewan Power Corporation hydro line 
in 1988 had the effect of reducing the relative 
proportion of regular resupply cargo carried by A. 
Frame Contracting Ltd., the latter still accounted for 
55 per cent of the carrier’s total tonnage. Despite 
a second consecutive year of increased tonnages, 
the completion of the hydro line will once again 
make A. Frame Contracting Ltd. almost totally 
reliant on regular resupply cargoes. Moreover, the 
project’s completion will substantially reduce 
Saskatchewan's Athabasca communities’ 
requirements for bulk fuel in coming years, further 


FIGURE 6.5: MACKENZIE RIVER AND WESTERN 
ARCTIC INDEXED CARGO MOVEMENTS 
BY CARRIER 1983-1988 
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reducing resupply cargo available to A. Frame 
Contracting Ltd. 


Cree Band Marine Ltd. operated irregularly in 1988, 
concentrating on moving deck cargo for the Cree 
and Fort Chipewyan Indian Bands to Fort 
Chipewyan. Sidney McKay also moved small 
quantities of lumber, school supplies and groceries 
to Fort Chipewyan. 


Tariffs 


Only two carriers applied for tariff increases. 


Northern Transportation Company Limited filed for 
an increase in its Mackenzie tariff which became 
effective for the 1988 season. 


An analysis of Northern Transportation Company 
Limited base freight rates for the movement of 
personal goods, light vehicles, and general 
merchandise from its terminal at Hay River to the 
major destinations of Norman Wells, Tuktoyaktuk, 


FIGURE 6.6: INDEXED TONNAGE CARRIED BY 
AFCL ON THE ATHABASCA SYSTEM 
1984-1988 
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Cambridge Bay and Spence Bay revealed that the 
increase in rates averaged approximately three per 
cent in 1988. In comparison, the Yellowknife 
consumer services price index rose by 2.4 per cent 
from 1987 to 1988. 


A. Frame Contracting Ltd. also filed for a tariff 
increase in its bulk fuel freight rates in 1988 
effective upon commencement of the 1988 
shipping season. Base rates for this community 
from Fort McKay rose by 10 per cent to Stony 
Rapids, 11 per cent to Fond du Lac and by 16 per 
cent to Fort Chipewyan. In comparison, consumer 
services price index rose by 2.8 per cent in Alberta 
and by 3.6 per cent in Saskatchewan from 1987 to 
1988. 


Carrier Performance 


Most community resupply carriers remained in 
a solvent position. 
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Reaction to the New Legislation 


Carriers generally satisfied with the new 
legislation. 


Based on discussions with carriers at the end of 
the season, most carriers providing resupply 
services managed to remain solvent. 


In the Mackenzie system both Cooper Barging 
Service Ltd. and Coastal Marine Ltd., being 
affiliated with other companies, are to some extent 
insulated from the vagaries of barging operations in 
the North. Northern Transportation Company 
Limited, on the other hand, relied on community 
resupply freight to provide it with a base revenue, 
Supplemented with revenues from the carriage of 
whatever resource sector cargo was available in 
1988, to remain viable. Beluga Tours Ltd. also 
managed to end the 1988 season in a favourable 
financial position. 


In the Athabasca system, A. Frame Contracting 
Ltd. enjoyed another profitable year as a result of 
Significant revenues earned on the movement of 
freight for Saskatchewan Power Corporation’s hydro 
line. In contrast, it is understood that Cree Band 
Marine Ltd. incurred a deficit in the provision of 
community resupply services in 1988. 


Discussions with licensed carriers operating in the 
Mackenzie and Athabasca systems in 1988 
revealed, for the most part, satisfaction with the 
new legislation. Carriers were unanimous in their 
support of the streamlining of licensing procedures 
and the reduced paper burden. 


Many of the licensed carriers also supported 
indefinite rather than annual licences because of 
their increased leverage in financing the leasing or 
purchasing of marine equipment, their ability to 
guarantee the provision of tug and barge services 
on a continual basis, and the possibility of entering 
into service contracts of more than one year. 


Northern Transportation Company Limited 
commented that it was too early to assess the 
impact of the new Act. However, the carrier did 
reiterate its disagreement with the government's 
decision to exclude national defence cargo from 
the scope of community resupply. 


Other carriers such as Cooper Barging Service 
Ltd., Coastal Marine Ltd. and Beluga Tours Ltd. 
expressed disappointment at not being allowed to 
expand their resupply transitional operating 
authorities under the provisions of Part V of the 
National Transportation Act, 1987. 


Users’ Perspective 


Shippers generally satisfied with service of 
carriers, but Athabasca system users express 
dissatisfaction with freight rate levels. 


Upon completion of the 1988 season, shippers in 
the Mackenzie and Athabasca systems were 
surveyed by the Agency regarding the quality and 
level of service received from licensed carriers 
providing resupply services. Those responding 
were considered to be major users of barging 
services in the north and included communities, 
Indian Bands, the Federal and Territorial 
governments, and businesses. Major findings are 
highlighted below. 
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« Level of Service 


When asked to rate resupply services provided by 
licensed carriers in 1988, 78 per cent of users saw 
no difference in services provided in 1987 and 
1988. Eighteen per cent of users rated services 
better, and only five per cent thought services were 
worse. 


Northern marine users were also asked to rate 
Carriers on a number of specific criteria used to 
define level of service. The aggregated responses, 
as well as responses tallied separately for the 
Athabasca and Mackenzie systems appear below. 


Results show that, in the aggregate, the largest 
proportion of respondents rated all aspects of the 
level of service they received average or better 
than average. However, Athabasca users rated 
level of service good to very good only half as 
often as did Mackenzie users, and were very 
dissatisfied with freight rate levels. Forty-four 
percent of all users rated “price/rate” as the single 
most important level of service criterion followed by 
“on-time performance” and “carrier flexibility”. 


+ Perception of Freight Rates 


Two-thirds of all respondents were of the view that 
freight rates for the movement of general cargo and 
bulk fuel in 1988 were reasonable. In the 
Mackenzie system, a majority found rates to be 
reasonable; however, in the Athabasca system, the 
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majority of respondents reported rates were 
excessive. Forty-one per cent of all respondents 
indicated that both bulk fuel and general cargo 
rates increased over the 1987-1988 period. 


+ Increase in Competition 


Users were also polled regarding the need for an 
increase in competition in northern marine transport. 


The majority of users in the Mackenzie system 
expressed a negative view towards increased 
competition, citing insufficient cargo tonnages, 
adequate existing capacity, a continuing reduction 
in the demand for barging services, adverse effects 
on service and rate levels, and satisfaction with the 
services of Northern Transportation Company 
Limited. On the other hand, the prospect of more 
competitive rates and better service, and a need to 
permit smaller operators in the system to compete 
for resupply cargo, were seen by some 
respondents as compelling, though not dominant, 
reasons for increasing the number of carriers 
providing resupply services in the system. 


In contrast, most Athabasca users looked 
favourably upon increased competition in 
anticipation of more competitive and/or reduced 
rates. This view considerably outweighed the 
comments of other respondents against 
competition on the grounds that A. Frame 
Contracting Ltd. provided satisfactory service and 


Table 6.3 


Users’ Assessment of Northern Marine Resupply Services 


Aggregate Results 


Mackenzie Users Athabasca Users 


iteri (All Users) Only Only 
VG-G A P-VP VG-G A P-VP VG-G A P-VP 

% % % % % % % % % 
Frequency 45 40 Te 45 44 a 46 où Zo 
Schedule 37 42 21 44 40 16 23 46 31 
Payment of Claims 48 91 ZA 36 30 14 34 eS 33 
Flexibility 44 os. 23 50 AT 23 31 46 23 
On-Time Performance 36 or on 40 36 24 30 38 32 
Price/Rate 35 35 30 40 44 16 23 15 62 
VG - Very Good G - Good A - Average P - Poor VP - Very Poor 
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that insufficient and declining traffic volume did not 
warrant an increased number of carriers. 


« General Comments 


Mackenzie users identified the level of freight 
charges on consolidated shipments, the 
maintenance and upgrading of the level of service 
where warranted, and increased competition in the 
system as primary concerns. 


On the other hand, Athabasca users raised such 
major issues as: the entry of additional carriers 
into a shrinking market and the implications for the 
level of service; the high cost, in recent years, of 
moving goods by barge; the inadequacy of barging 
services for some communities in the system; and 
the consideration of other transport options. Other 
matters mentioned included: the need for periodic 
reviews of rate levels and quality of service; the 
provision of charter services to some communities; 
and the establishment of a higher profile by the 
Agency in the region to ensure the enforcement of 
barging regulations. 


MAJOR DEVELOPMENTS 


Arctic Transportation Ltd. withdraws from 
community resupply in the Mackenzie system. 


The most important event in northern marine 
resupply was the withdrawal of Arctic 
Transportation Ltd. from the Mackenzie River in 
early 1988. Developments prohibiting Arctic 
Transportation Ltd. from increasing its community 
resupply tonnage and obtaining a share of national 
defence cargo forced them to reassess their river 
Operations and focus efforts on providing services 
in the western Arctic in support of oil and gas 
development. Subsequent to its decision, Arctic 
Transportation Ltd. sold its Mackenzie River 
equipment to Northern Transportation Company 
Limited, confirming that it is unlikely to return to the 
river in the near future. 


The continued inactivity in the resource sector in 
the north was the only other major concern in 1988. 
Traditionally, the system’s smaller operators have 
relied heavily on non-resupply cargo to maintain 
viable operations. With the continued stagnation in 
this sector, these operators have been forced to 
rely more heavily on resupply tonnages. 
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Continuing construction on the Athabasca hydro 
line in 1988 was directly responsible for the 
increase in freight tonnage moved by A. Frame 
Contracting Ltd. for the second consecutive year. 
However, the line was completed in 1988. 


THE NEW LEGISLATION 


Changes to the legislation had little effect on 
resupply services. 


Legislative changes did not materially affect the 
provision of northern marine resupply services in 
either the Mackenzie or Athabasca systems in 
1988. Carriers and users both reported no major 
changes in the way they did business as a result of 
the implementation of the new Act. 


Users of barging services in the north noticed no 
significant difference in the level of service. 
Changes in tariffs were attributed to declining 
tonnages and inflation. Changes in traffic levels 
were a function of ongoing projects in the 
Athabasca system, and in the case of the 
Mackenzie system, a combination of an inactive 
resource sector and a continuing shift in the 
northbound movement of freight to modes other 
than barge, using routes other than the Mackenzie 
River. 


From a users perspective, it would appear to be 
too early to assess the impact of changes in 
northern marine resupply legislation. Many users 
were unaware of the changes in the statutes 
governing resupply barging operations. 
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GREAT LAKES 
PACKAGE FREIGHT 


HIGHLIGHTS OF 1988 


Increased competition from railway 
confidential contracts 


While there were no major marine events that 
affected package freight movements in 1988, the 
introduction of confidential contracts by the 
railways placed additional pressure on rates 
charged by Woodlands Marine for the carriage of 
forest products. Woodlands competes with CN and 
CP Rail for its freight during the Great Lakes 
shipping season. During the winter, Woodlands 
customers move shipments by rail when required. 


REGULATORY REFORMS 


Transport Act repealed, eliminating licensing 
requirements for package freight operations. 


The repeal of the Transport Act on January 1, 1988 
eliminated the licensing requirement for marine 
carriers providing package or general freight 
services using vessels exceeding 500 gross 
registered tons between Canadian Great Lakes and 
St. Lawrence River ports, as far east as the west 
end of the Island of Orleans. Canadian Great 
Lakes carriers involved in carrying package or 
general freight to and from U.S. ports, carriers 
involved in marine carriage on the Canadian east 
and west coasts and carriers specializing in the 
transportation of bulk commodities such as iron 
ore, grain and coal on the Great Lakes, who were 
previously excluded from regulation, were not 
affected by regulatory reforms. 
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INDUSTRY STRUCTURE 


Woodlands Marine remained the only package 
freight operator. 


During the period 1980 to 1988, there were never 
more than five marine carriers in the package 
freight trade on the Great Lakes. Moreover, the 
number of licensees diminished over the years as 
companies withdrew or applied for and received 
exemptions from the provisions of the 7ransport Act. 


Woodlands Marine, a Canadian company using a 
Canadian flag vessel, has been the only common 


carrier in the package freight trade in the last three 
years. 


PACKAGE FREIGHT OPERATIONS 


Traffic, Level of Service and Tariffs 


Tonnage, service and rates stayed at basically 
the same levels. 


The package freight sub-sector is quite small, 
accounting for less than one per cent of total 
freight tonnages moved in Canadian Great Lakes 
trade in 1987 and 1988. 


Freight tonnages moved by Woodlands Marine 
declined slightly in 1988 compared to 1987. 
Northbound movements from Windsor to 
destinations in the upper Great Lakes, which 
constitute only a small percentage of Woodlands 
total freight movements, actually increased in 1988. 
The cargo moved included commodities such as 
canned goods and bagged chemicals, general 
freight on trailers, as well as camper trailers and 
other vehicles. On the other hand, Woodlands’ © 
southbound main line cargo tonnages consisting 
primarily of lumber and forest products between 
Thunder Bay and lower Great Lakes destinations 
dropped slightly in 1988. 


Regarding its level of service, Woodlands made 20 
trips in 1988, down from the 24 made in the 
previous year. This reduction was attributed to the 
delay in the carrier’s only vessel returning from 
charter in the Brazilian trade. 
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While Woodlands managed to increase its freight 
rates on a few commodities, the introduction of 
confidential contracts by the railways prohibited 
Woodlands from raising its rates on most of the 
main line commodities it carried in 1988. The 
result was relatively stable marine freight rates for 
forest products. 


Carrier Performance 


Woodlands Marine improved its financial 
situation. 


After experiencing start-up difficulties in 1986, 
Woodlands has progressively improved its financial 
position in the last two years although it is still not 
profitable. Woodlands’ financial position continued 
to improve in 1988 despite the slight drop in freight 
tonnage moved. The mix of cargo carried in 1988 
and other marine endeavours contributed to the 
continued improvement in its revenues. 
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Transportation Services for Disabled Persons 


TRANSPORTATION 
SERVICES FOR 
DISABLED PERSONS 


HIGHLIGHTS OF 1988 


New Law for Advancing Accessible 
Transportation 


In July, Bill C-131 amending the National 
Transportation Act, 1987 became law. The new 
provisions enable the National Transportation 
Agency to make regulations to eliminate undue 
transportation obstacles to persons with disabilities. 
The Agency can set, administer and enforce 
standards for the design, construction or 
modification of transportation and related facilities, 
premises and equipment. Regulations can also be 
created for signs, staff training, terms and 
conditions for carrying disabled persons and for 
ways of communicating information. 


The Agency has power to investigate complaints of 
inaccessible transportation, order corrective 
measures and compensation for expenses 
incurred, and set penalties. Besides responding to 
problems, the Agency will also be able to conduct 
investigations on its own volition. This is a 
significant change in the Agency’s powers since in 
most other matters it can act only on request. 


The amendments extend the existing power of the 
Agency to regulate accessibility for persons with 
disabilities on airlines to all modes of transport 
under federal jurisdiction. VIA Rail, Roadcruiser 
bus service in Newfoundland, Marine Atlantic 
ferries and other federally-subsidized ferry 
services, and the facilities and premises related to 
all modes of transport now fall within the Agency’s 
regulatory jurisdiction. 
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Consultations on Regulations 


In May, consultation was initiated on possible 
regulations dealing with fares for assistants to 
persons with disabilities and for additional seats 
required by disabled/obese persons. 


Views on aspects such as free carriage of 
assistants, free additional seats, self-reliance, 
designated employees, a limit on the actual 
number of disabled travellers allowed on a flight, 
and medical certification were expressed by 
carriers, advocacy groups, associations for and of 
persons with physical, visual, hearing and mental 
disabilities, federal, provincial and municipal 
government departments and agencies, and 
various other organizations. 


In July, consultation on proposed terms and 
conditions of carriage applicable to the domestic 
transportation of disabled travellers by air was 
initiated. Responses recommended changes to the 
proposed terminology and level of detail, and 
suggested the inclusion of particular points. There 
was general support for the regulation of such 
terms and conditions of carriage. 


In November, the first of four regional workshops on 
accessibility to transportation facilities for blind or 
visually impaired persons took place in Halifax. 


SURVEY 


A total of 600 questionnaires were distributed to 
organizations and associations representing the 
disabled, to a sample of travellers with disabilities, 
and to carriers. Of that total, 130 completed 
surveys were returned. 


The survey dealt with service aspects, special 
conditions required by travellers with disabilities, 
qualifications of personnel dealing with travellers 
with disabilities, obstacles to travelling, and the use 
of different modes of transportation by the disabled. 


Results tend to indicate that air transportation is the 
“preferred” mode of transport for travellers with 
disabilities while buses cause the most problems. 
On-board washroom facilities in all modes were 
rated poor in terms of their size and their 
accessibility. Rules and regulations applying to 
travellers with disabilities also received a poor 
rating as their applicability is not always clear. The 
“visibility” of announcements also poses problems 
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according to survey results. In relation to ticketing 
functions, the unavailability of braille and of 
telephone devices for the deaf were identified as 
issues. Brochures and publicity on transport 
services seldom mention travellers with disabilities. 


“Physical accessibility” stands out from the survey 
as the most significant barrier to travellers with 
disabilities. 


Safety 


SAFETY 


The National Transportation Act, 1987 reaffirmed 
safety as the top ranking policy objective in all 
forms of transportation. Since the review mandate 
requires the Agency to have regard to the National 
Transportation Policy, this section reports succinctly 
on the 1988 safety records of transportation 
activities. 


Rail Services 


An improvement in the train accident rate was 
observed. 


Much of the legislation relating to safety in the 
Canadian railway industry has been substantially 
revised and transferred from the Railway Act to the 
Railway Safety Act, which was proclaimed on 
January 1, 1989. 


According to preliminary 1988 Agency data, train 
derailments decreased by 4.7 per cent, while train 
collisions and crossing accidents increased by 2.5 
per cent and 7.0 per cent, respectively. Total train 
accidents (including derailments and collisions 
involving track motor cars/maintenance-of-way 
equipment) increased marginally by 0.6 per cent 
from 1987. 


To compare accident rates over time, it is 
necessary to take into account changes in rail 
traffic. As an indicator of the increase in rail traffic, 
the total main track train-kilometres performed by 
the railways in 1988 were approximately 3.5 per 
cent higher than those in 1987. Therefore, in terms 
of work performed, there were 6.2 train accidents 
per million train-kilometres in 1988, which 
represents an improvement over the figure of 6.4 
for 1987. This improvement in the accident rate is 
observable in Figure 8.1 which provides a 
comparison of train accidents to train-kilometres for 
the period 1980 to 1988. The figure also shows that 
train accident totals in recent years are well below 
those recorded earlier in the decade. 
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FIGURE 8.1: TRAIN ACCIDENTS VS 
TRAIN-KILOMETRES 1980 - 1988 


Index 1980 = 100 


1980 1982 1984 1986 1988 


—— Train-kms —X— Train Accidents 


Source: Railway accident information 
reported to the Agency. 


Air Services 


The accident rate of commercial air services 
has remained almost unchanged since 1983. 


Safety aspects of Canada's air transport industry 
are governed primarily by the Aeronautics Act. 
This legislation underwent comprehensive revision 
in 1985, designed to provide continued high 
standards of airline safety into the next century. 


Canadian Aviation Safety Board (CASB) preliminary 
statistics for 1988 show that the accident rate 
involving Canadian aircraft decreased slightly — 
the number of accidents increased but the number 
of flying hours increased at a faster rate. The 
number of fatal accidents declined in 1988 as did 
fatalities. Aviation incidents reported under the 
CASB's new mandatory reporting requirements 
increased significantly, but the number of such 
incidents (including losses of separation) which 
were determined to require a CASB investigation 
was essentially unchanged from 1987. 


Safety 


The accident rate for commercial aircraft has 
remained almost unchanged since 1983, at a much 
lower level than that for private aircraft. Most 
commercial accidents involve small operators in 
charter, contract or specialty operations. The 
number of accidents in each region has remained 
relatively constant with some year-to-year 
fluctuations. 


In 1988, there were two minor accidents involving 
scheduled operations. This compares to an 
average of slightly under two per year over the 
previous five years. This is the fifth consecutive 
year in which there were no fatal accidents 
involving Canadian registered large passenger jets. 


Marine Services 


Due to weather and ice conditions, an 
increase in the number of marine casualties 
was reported in the Mackenzie River and 
western Arctic region; otherwise no change in 
reported shipping casualties was noted. 


Canadian marine safety is governed by provisions 
of the Canada Shipping Act and, to a lesser extent, 
by statutes set down in the Arctic Waters Pollution 
Prevention Act and the Transportation of Dangerous 
Goods Act. The former Act gives the Canadian 
Coast Guard responsibility for making and 
enforcing regulations on marine safety for both 
domestic and foreign carriers operating in 
Canadian waters. Neither the NTA nor SCEA 
altered existing marine safety provisions in any way. 


Figures compiled by Transport Canada’s Marine 
Casualties Investigations Group show an increase 
from 11 in 1987 to 17 in 1988 in the number of 
marine casualties reported in the Mackenzie River 
and western Arctic region, but these can be 
attributed to weather and ice conditions. Also, the 
only reported incident involving a carrier licensed 
by the Agency concerned three bulk fuel barges 
operated by Northern Transportation Company 
Limited, which were set adrift after breaking 
mooring. 
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Trucking Services 


Trucking safety statistics were not available at the 
time this report was completed. However, under 
the provisions of the Motor Vehicle Transport Act, 
1987 the Minister of Transport is to prepare an 
annual report on highway accidents, and the 
implementation and enforcement of safety 
regulations. 
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Employment 


EMPLOYMENT 


Overall level of employment within 
transportation increased as growth was 
reported in trucking and air transport. 


The increase in overall employment within Canada 
was 1.7 per cent in 1988. Employment in the 
Canadian transportation industry increased to 
462,000 — an increase of 1.4 per cent over the 
1987 level. 


Increases were observed for the air transport and 
trucking industries — 7.2 per cent and 2.8 per cent 
respectively. Employment in the air transport 
industry went up in New Brunswick, Quebec, 
Ontario, Manitoba, Alberta and British Columbia. 
During the year, the shortage of pilots was raised 
by some local air carriers as an emerging issue. 
Trucking employment increased in Newfoundland, 
Prince Edward Island, Quebec, Ontario, Manitoba, 
Saskatchewan and Alberta. 


Both the rail and marine sectors’ employment levels 
continued their downward trend in 1988 with 
employment declining at the average annual rates 
of 4 per cent and 3.5 per cent, respectively, 
between 1978 and 1988. 


In 1988, rail transport services employed 3.4 per 
cent fewer people than in 1987; the reduction came 
from all regions. The reduction in water transport 
employment (3.4 per cent) came from British 
Columbia, Quebec and Nova Scotia. The changes 
were associated with Canadian coasting (domestic) 
trade and international shipping line services in 
Canada. However, the declining trend is not 
generalized as the increased traffic volume at the 
Port of Halifax resulted in labour shortages in late 
1988. The changes in the international shipping 
component were most likely a function of the 
continued rationalization of the number of agents 
and sales representatives. There has been little or 
no change in employment levels of northern marine 
carriers as most of them operate with a very small 
labour force which does not vary to a significant 
extent from one year to another. 
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Modal and regional differences in earnings 
continued to prevail among various transport 
industries. 


Marked differences in earnings prevail among 
various industries and regions, and transportation 
is no exception. Such differences reflect the 
influences of many forces such as employer's wage 
policy, state of union organization, demand trend 
for the firm’s products/services, position of the firm 
in the market place, size and profitability of the 
firm, and geographical location. 


Overall average weekly earnings in Canada were 
4.5 per cent higher in 1988 than in 1987. With the 
exception of water transportation (3.2 per cent), 
other transportation sectors saw their average 
weekly earnings increase by more than the national 
average — 4.7 per cent in rail, 5.4 per cent in air 
and 7.2 per cent in trucking. 


The most significant increases in transportation 
earnings were observed in Manitoba (6.5 per cent), 
Ontario (6.4 per cent), Quebec (6.2 per cent), 
Saskatchewan (6.0 per cent) and British Columbia 
(4.1 per cent). In all other provinces, transportation 
sector earning increases were less than the 
national Consumer Price Index increase. 


Because average weekly earnings include overtime 
pay, the percentage increase in earnings cannot be 
assumed to reflect wage settlements negotiated for 
the year 1988. 


Wage increases in transportation settlements 
were below the average annual wage increase 
reached through collective bargaining. 


Employment 


Based on Labour Canada’s information, annual 

wage increases negotiated in the transportation 
sectors were lower than the average increase in 
settlements. 


On the rail side, following a five-day strike in 
August 1987 ended by back-to-work legislation, an 
arbitrator issued an award in February 1988 which 
gave a 3.2 per cent average annual wage increase 
to 50,000 rail employees for the year 1988. Also, 
after a three and a half month work stoppage, CP 
Rail reached an agreement with several shopcraft 
unions representing 3,000 employees which gave 
them a 3.2 per cent wage increase in 1988. A 
similar deal was reached between CN and its 
shopcraft employees. 


In the air transport industry, Canadian Airlines 
International successfully negotiated agreements 
with its pilots, service and maintenance employees, 
and passenger agents with wage increases of four 
per cent. The Air Canada contract with its ground 
workers and mechanics, ratified in early January 
1988 and preceded by a two and a half week work 
stoppage that ended on December 17, 1987, 
included a partial indexation formula for pensions. 
Air Canada’s pilots, flight attendants, aircraft 
maintenance employees, sales and service branch 
employees also obtained a four per cent wage 
increase for 1988. 


In trucking, two major settlements were reported by 
Labour Canada. Service workers, feeder drivers, 
maintenance mechanics and package handlers of 
United Parcel Service Canada each obtained an 
additional 70¢ an hour in 1988. A four per cent 
wage increase was negotiated for 600 employees 
of Transport Provost Inc. 


Table 9.1 


Percentage Wage Increase Negotiated and Consumer Price Increases 


Transportation and 


Communication 
1986 329% 
1987 3.1% 
1988 3.6% 


Source: Labour Canada and Statistics Canada 


All Consumer 

In ri Price Index 
35% 4.0% 
ASS 4.3% 
4.3% 4.1% 
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Numerous agreements covering the 1988 year 
resulted from settlements reached in 1987, a year 
of active collective bargaining for the transportation 
sector. Transportation labour agreements signed 
either in 1987 or in 1988 covered a two, three, and 
sometimes a four year period. In rail, all union 
contracts expired on December 31, 1988. 


The Canada Labour Relations Board administers 
that part of the Canada Labour Code which deals 
with industrial relations. The Board, which usually 
has a significant proportion of its caseload coming 
from transportation industries, received 
substantially less applications and cases from the 
transportation sector in 1988. 


Number of workers involved and person-days 
not worked because of strikes and lockouts 
were down for transportation. 


In terms of the number of strikes and lockouts in 
Canada’s transportation industries, 1988 was 
comparable to 1987: one in rail, four in air, four in 
water and five in trucking services. 


The rail strike involved fewer workers over a longer 
period of time than the 1987 strike but it did not 
cause a discontinuance of railway operations in the 
country. Compared to 1987, fewer person-days 
were lost in 1988 because of strikes and lockouts 
in rail services. 


For air and water transportation, 1988 strikes and 
lockouts involved fewer workers and, on average, 
were of shorter duration than in 1987. No strikes 
and lockouts were experienced by northern marine 
carriers or package freight operators in 1987 or 
1988. Regarding international shipping, only at the 
Port of Montreal were international shipping lines 
inconvenienced more in 1988 than in 1987 by 
strikes and lockouts (12 days in 1988 compared to 
four days in 1987). Other major Canadian ports — 
Halifax, Vancouver and Saint John— reported little 
or no labour unrest in 1987 and 1988. 


In trucking services, 15.4 thousand person-days 
were lost because of strikes and lockouts in 1988, 
compared to 11.8 thousand in 1987. 


Employment 
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The Agency's First Year 


THE AGENCY’S 
FIRST YEAR 


A regulatory process more responsive to 
Canada’s transportation needs. 


This section of the report addresses a specific 
aspect of the review mandate - “the time required 
to deal with any application, complaint or other 
matter referred to the Agency under any Act of 
Parliament”. 


On January 1, 1988, the National Transportation 
Agency of Canada assumed responsibility for the 
federal regulation of Canadian transportation. 
Canada’s approach to the economic regulation of 
transport has changed. Economic regulation has 
been streamlined and oriented towards timely 
problem-solving services and protection of the 
public interest. 


Matters related to three main functions of the 
Agency - licensing, dispute resolution processes 
and rail rationalization - as well as applications for 
review are examined for the year 1988. It is noted 
that considerable emphasis had to be placed 
during this year on hiring and training of personnel 
and development of procedures. 


In summary, the Agency, in its first year of 
operations, has proven to be much more 
responsive to the needs of Canada’s transportation 
community. 


LICENSING MATTERS 


Air Licence Applications 


All of the 32 applications for authority to operate 
new or amended domestic air services in southern 
Canada that were received and dealt with in 1988 
were processed in 60 days or less and 22 of them 
were completed in 30 days or less. The three 
applications to suspend or cancel licences 
authorizing services in this part of Canada took an 
average of 71 days to process. 
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There were 185 applications received in 1988 for 
authority to operate new or amended domestic air 
services to, from or within the designated area. 
These applications require public notice. 

Interested parties are given an opportunity to 
object to the proposed service and applicants have 
the opportunity to respond to these objections, a 
step normally completed in 45 days. 


Decisions were issued respecting 46 of these 185 
applications within 90 days. The majority of them 
(117) took between 90 and 120 days to process. 
The remaining 22 applications did in fact take 
longer than the 120-day time limit specified in the 
legislation; these delays were attributable to 
extraordinary circumstances or to early 
procedure-development difficulties. 


Twenty-three applications to suspend or cancel 
licences or parts of licences authorizing services 
to, from or within northern Canada took an average 
of 63 days to process, and 20 applications for 
temporary authorities, waivers and exemptions 
were processed in approximately 34 days. 


Another 87 applications relating to domestic air 
services received in 1988 were still in process at 
the end of the year. 


With respect to international services, 26 
applications to operate scheduled services were 
received in 1988. These were quite evenly divided 
between taking 30 days or less, 31 to 60 days and 
61 to 90 days to complete. There were two 
applications that took more than 120 days to 
process, but in both cases extensions were agreed 
to by all parties concerned. 


About one-half of the 165 applications received for 
non-scheduled international services required 
public notice, a 45-day step. One hundred and 
twenty were processed in 90 days or less and 24 
applications took longer than the 120-day time limit 
specified in the legislation, all of which occurred 
early in the year. Of these, two involved extensions 
being granted. 


All five applications for temporary authorities 
relating to international services were handled 
within a week of their receipt and each of the 107 
requests for exemptions took an average of one 
month to process. 


An additional 63 international applications filed 
were still in process at year’s end. 


The Agency's First Year 


Air Charter Permit Applications 


The Agency received 2,534 applications for permits 
to operate specific charter programs. (Only three 
of these related to applications for domestic charter 
permits.) The regulations specify different advance 
filing requirements for each type of charter to be 
performed and therefore the time within which the 
Agency must process these applications varies 
depending on the charter type involved. In all 
cases, these applications were dealt with before 
the departure date of the flights proposed to be 
operated. 


Of these more than 2,500 applications, 420 were 
accompanied by requests for exemptions. These 
exemptions were considered at the same time as 
the applications. 


Replacement Air Licences 


Licences conforming to the requirements of the 
new legislation were also issued to replace those 
that had been issued pursuant to the previous 
legislation — a total of 1,638 domestic replacement 
licences and 1,376 international replacement 
licences. All of these new licences were issued 
before December 31, 1988. 


Northern Marine Resupply Licence 
Applications 


Discounting withdrawn applications, five carriers 
were licensed under the transitional provisions 
(sections 225 and 226) of Part V of the NTA in 
1988. Four licences were issued in August, and 
one in September. Another licence was pending at 
year’s end, due to the carrier’s tardiness in 
submitting information pertinent to its application. 


DISPUTE RESOLUTION 


Complaints and Investigations 
Air 


Three complaints were received by the Agency 
concerning the level of basic passenger air fares 
(i.e. economy fares) charged by carriers on 
specific routes in Canada. Under the legislation, a 
decision is to be rendered within 120 days of 
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receipt of a complaint. These cases took 103, 115 
and 117 days respectively to complete. 


Throughout the year, the Agency also received and 
dealt with 278 formal and informal complaints 
regarding numerous aspects of service provided by 
air carriers. Almost half of these involved serving 
the complaint on the carrier concerned and waiting 
for the carrier to provide its comments, a process 
which is beyond the control of the Agency. It took 
an average of 57 days to handle these 278 
complaints (an average which dropped from 83 
days in the first half of the year to 30 days in the 
second half of the year). Fifty-nine of these 
complaints were dealt with in less than 15 days 
while 36 (all of them informal complaints) took 
longer than 120 days. 


The Agency also investigated and resolved 15 
disputes or complaints by air carriers regarding 
pricing practices of other air carriers performing 
international services. These took an average of 
one and a half months to complete with two being 
dealt with in three weeks or less, and two taking 
three months or more to settle. 


Marine 


The Agency received two formal complaints in 
relation to marine transport services. 


One of the complaints took 126 days to reach a 
conclusion; for the other formal complaint, the 
matter was still under investigation at year’s end. 


Rail 


In relation to interswitching, ten cases were 
received — five were completed with two appealed 
to the Federal Court; two were withdrawn; and 
three, received late in the year, were carried over to 
1989. 


The Agency received two rail-related applications 
under the running rights/joint track usage 
provisions of the legislation. One application was 
completed and the other was in progress at year’s 
end. 


Two railway common carrier obligation cases were 
submitted which had to be dealt with in 120 days. 
One application was completed in this time frame, 
but was later appealed to the Federal Court. The 
other application was received in December 1988. 


The Agency's First Year 


Twelve formal rail passenger service complaints or 
applications were also resolved by the Agency. In 
addition, over 40 Ministerial referrals regarding 
service-related matters were dealt with. All of 
these were handled in a timely manner. 


Two applications for the setting of rail competitive 
line rates were received that needed to be dealt 
with in 45 days. The first case was handled within 
the allocated number of days and the decision was 
later appealed to the Federal Court. The other 
application was withdrawn. 


Two applications concerning non-compensatory rail 
rates were dealt with during the year. One of these 
applications was completed and the other is still in 
progress. 


In 1988, of the five formal rail rate-related 
complaints or applications received, one had a 
statutory time limit under the WGTA. While the 
Agency had 120 days to deal with the case, only 
91 days were required to resolve it. 


Transportation Services for Disabled Persons 


The Agency received 41 complaints in 1988 
respecting transportation services for disabled 
persons. Of the 41 complaints, 32 were dealt with 
in 1988 and nine were carried over to 1989 due to 
the point in time at which they were submitted. 
Eighteen complaints were handled within one 
month and eleven took between one and two 
months to complete. Only three took longer than 
two months to handle due to carriers’ late 
responses. 


Mediation and Arbitration 


The National Transportation Act, 1987 introduced 
new dispute resolving mechanisms to deal with 
matters arising between shippers and carriers or 
between carriers concerning the transportation of 
goods. The Agency was not requested to mediate 
nor to arbitrate any matters relating to air 
transportation during 1988. 


However, the Agency responded to over 25 
requests for assistance in rail disputes that 
involved questions on rates, service, infrastructure, 
and line abandonments. 


The Act specifies a 30-day time limit to resolve a 
formal application for mediation and in the majority 
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of cases the Agency responded within these time 
limits, achieving results that were satisfactory to the 
parties. In instances where the 30-day period was 
exceeded, it was either at the request of the parties 
to the dispute or with their consent and agreement 
to further explore alternatives which would lead to 
resolution of the conflict. 


Mergers and Acquisitions 


There were only two proposed acquisitions of air 
transportation undertakings that required public 
notice. In both cases, notice was given in the 
Canada Gazette within two weeks of receipt of the 
completed application. No objections were 
received and all parties were advised within a week 
following the 30-day public notice period that the 
proposed transactions were not subject to any 
further consideration by the Agency. 


Twelve proposed acquisitions of motor vehicle 
transportation undertakings submitted required 
public notice. In all cases, a notice of the 
proposed acquisition was published in the Canada 
Gazette within two days to two weeks of receipt of 
the application. In one case, the proposed 
transaction was mutually withdrawn by the 
companies. In the other 11 cases, as no objection 
was voiced, the parties were notified within seven 
days following the 30-day public notice period that 
the proposed acquisitions would not be subject to 
any further review by the Agency and the files were 
closed. One such notification was sent out early in 
1989 because the proposed acquisition was 
received by the Agency late in 1988. 


RAIL RATIONALIZATION 


Branch Line Abandonment Applications 


The branch line abandonment provisions in the 
National Transportation Act, 1987, were designed 
to streamline the provisions in the Railway Act by 
incorporating specific criteria, decision-making 
rules, and time limits on all aspects of the process. 


In its first year of operation, the Agency was faced 
with the processing of applications made to the 
Agency’s predecessor, the Canadian Transport 
Commission, with reconsideration of cases ordered 
continued by the Commission, as well as with new 
applications made to the Agency under the NTA. 


The Agency's First Year 


In total, there were 73 applications before the 
Agency during 1988. 


Only 43 of these cases were required to be dealt 
with during 1988. The Agency reached decisions 
on 20 of these cases in 1988, five of which 
followed public hearings. The others have been 
carried into 1989 and it is expected that most will 
have been dealt with by mid-1989. 


Station Removal Applications 


With the enactment of the new NTA, there have 
been significant changes to those sections of the 
Railway Act which pertain to station buildings. 
These changes have given the railways more 
discretionary power to manage their resources as 
they see fit. 


Although the Agency was faced with a heavy 
workload in this area in 1988, the Agency’s 
jurisdiction has been questioned by Via Rail, 
supported by CN and CP Rail. Additionally, recent 
heritage legislation is awaiting proclamation and, 
once enacted, may have an impact on the 
processing of station removal applications. 


APPLICATIONS FOR REVIEW 


There were five applications for review involving air 
carriers that were filed in accordance with the 
provisions of the new transportation legislation. 
One of these was carried forward to 1989 and one 
was resolved when the carrier was subsequently 
granted a licence. The remaining three took two 
months, two and a half months, and five months to 
complete. 


Of the five applications dealing with rail-related 
issues, one case, involving a branch line decision, 
was granted on the basis of new facts and the 
abandonment date was extended to July 1, 1989. 
This review was completed in less than one month. 
One other application was denied as there was no 
Change in the facts or circumstances. This review 
was handled in less than three months. The three 
other rail cases were carried forward to 1989. 


APPENDICES 
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REPORT ON BRANCH LINE ABANDONMENT ACTIVITIES 
UNDER THE NATIONAL TRANSPORTATION ACT, 1987 


BACKGROUND 

Subsection 267(3) of the National Transportation Act, 1987 requires the National Transportation Agency to 
submit a report to the Minister of Transport regarding a summary of branch line abandonment activities 
under the Act for the year 1988. 


Specifically, article 267(3)(a) requires that the Agency's report of its findings in respect of the 1988 
calendar year include a review of the summary of: 


e branch line abandonment notices of intent to apply for abandonment under subsection 160(1); 
e branch line abandonment applications filed under subsection 160(4); 
e abandonment dates fixed under section 168 during the year; and 


e the plans of every railway company under the Agency’s jurisdiction for the giving of such notices and 
the making of such applications during the following year (i.e. 1989). 


In this regard, this information is set out in the following appendices: 

APPENDIX “A” - Summary of Notices of Intent - 1988 

APPENDIX “B” - Summary of Abandonment Applications - 1988 

APPENDIX “C” - Rail Line Abandonment Applications by Subdivision 

APPENDIX “D” - Summary of Abandonment Dates fixed under section 168 of the NTA, 1987. 


APPENDIX “E” - Summary of Railways’ Plans for the 1989 Calendar Year 
for Abandonment Notices and Applications 
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Appendix A 


APPENDIX A 


1988 


NOTICES OF INTENT TO APPLY FOR ABANDONMENT 


[SUBSECTION 160(1), NTA, 1987] 


Province/Railway/ Track Date of 
Subdivision Between Points Miles Receipt 
NOVA SCOTIA 
CN Chester Barry’s Stillwater Marsh AN March 22/88 
to Liverpool 
(M.42.25) (M.109.07) 
Incl. Lunenburg & Blue 
Rocks Spurs 
CP Kentville Kentville to Annapolis Sexe) March 28/88 
Royal 
(M.4.6) (M.58.4) 
CP Yarmouth Annapolis Royal to Yarmouth 86.6 March 28/88 
(M.0.0) (M.86.6) 
CN Total Miles 77.02 
CP Total Miles 140.4 
PRINCE EDWARD ISLAND 
CN Borden Charlottetown to Borden 42.4 July 18/88 
(M.0.0) (M.42.4) 
CN Kensington Emerald Jct. to Linkletter 19.45 July 18/88 
(M.0.0) (M.19.45) 
CN Total Miles 61.85 
NEW BRUNSWICK 
CP Aroostook Aroostook to International 4.8 March 7/88 
Boundary 
(M.0.0) (M.4.8) 
CP Houlton Debec to International 910 March 7/88 
Boundary 
(M.0.0) (M.5.0) 
CP St. Andrews Champlain Spur to St. Andrews 9.7 Feb. 17/88 


(M.18.1) (M.27.8) 
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CP Shogomoc Woodstock to Newburg LT March 7/88 
(M.51.5) (M.54.2) 
Upper Kent to Aroostook 16.1 
(M.88.5) (M.104.6) 
CP Tobique Perth Junction to Plaster 20.0 March 7/88 
Rock 
(M.0.0) (M.27.5) 
CN Tormentine Sackville to Tormentine 85209 July 18/88 
(M.0.0) (M.35.39) 
CN Total Miles 35.39 
CP Total Miles 65.8 
QUEBEC 
CN Mont Royal Val Royal to Cartierville 0.81 Feb. 5/88 
(M.7.22) (M.8.03) 
CP Temiscaming Temiscaming to Gendreau 7.4 March 21/88 
(M.40.5) (M.47.9) 
CP Beebe Lennoxville to Beebe Jct. 31.0 May 31/88 
(M.2.9) (M. 33.9) 
CP Drummondville Foster to Drummondville 48.6 May 5/88 
(M.0.00) (M.46.7) 
Incl. Drummondville 
Industrial Sour & the 
L’Avenir Spur 
CP Stanstead Beebe Jct. to Rock Island 2.4 May 31/88 
(M. 0.0) (M. 2.4) 
CN Total Miles 0.81 
CP Total Miles 89.4 
ONTARIO 
CN Forest St. Mary’s to Lucan 15:50 Nov.30/88 
(M. 0.00) (M. 15.50) 
CN Newmarket Beeton to Barrie 23.00 Dec.15/88 
(Beeton & (M. 58.75) (M.77.10) 
Alliston Spurs) (M. 0.00 to M. 5.52) 
CP Simcoe/Waterford Waterford to Simcoe Jct. 7.8 June 11/88 
(M.35:3) °(M.43. 1) 
Brantford to L.E.& N. Jct. 16:53 


(M.63.7) (M.78.9) 
Incl. Waterford Spur 
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CP Simcoe/Waterloo Main Street Galt to Brantford 19.4 July 8/88 
(M. 0.0) (M.19.4) 
Main Street Galt 0.8 
(M.0.0 - M.0.8) 

CN Uxbridge Peterborough to Lindsay 32.16 March 17/88 


(Campbellford Spur) (M.63.25) (M.85.18) 
Incl. Lakefield Spur 
(M.0.0 - M.9.51) 
Incl. Asburnham Branch 


(M.0.0 - M.0.72) 
CP Waterford Hamilton to Brantford 20.0 May 30/88 
(M.41.0) (M.61.0) 
CN Total Miles 71.53 
CP Total Miles 64.3 
ALBERTA 
CN Coronado Lindbergh to Heinsburg 8.24 Feb. 10/88 
(M.151.78) (M.160.02) 
CP Willingdon Chemical Spur 6.0 Feb. 8/88 
(M.0.0 - M.6.0) 
CN Total Miles 8.24 
CP Total Miles 6.0 


BRITISH COLUMBIA 


CP Westminster 3:05 Oct.14/88 
(Van Horne Spur) * Mile 3.33 to Mile 7.18 


CP Total Miles 3.85 


* Subject to the Agency's determination, under subsection 157(4) as to whether this line of railway is 
exempt from abandonment control. Investigation currently in progress. 
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APPENDIX B 


1988 SUMMARY OF ABANDONMENT APPLICATIONS 
[SUBSECTION 160(4) OF THE NTA, 1987] 


Province N. Applications Mileage 

CN CP Total CN CP Total 
Newfoundland 1 N/A 1 7.00 N/A 7.00 
Nova Scotia 1 2 3 77.02 139.8 216.82 
FAEAR i N/A i 23201 N/A 28501 
New Brunswick+ 3 5 8 2102 65.8 281.92 
Quebec++ 11 3 14 440.40 132.0 572.40 
Ontarid+++ 10 6 sie 465.00 162.05 739.45" 
Manitoba 4 N/A 4 158.64 N/A 158.64 
Saskatchewan ré 3 10 183.26 70.4 253.66 
Alberta on One Se 20:3874 (220% HSE 
British Columbia 2 2 4 321 12727 13097 
Total 48 24 79 1 806.10 768.95 2 687.45 
+ (2 Shogomoc cases are grouped together as one application. 


Total Mileage of 18.8 miles) 
++ (2 Granby cases are grouped together as one application. 

Total Mileage of 49.24 miles) 
+++ (Kincardine, Owen Sound & Newton are grouped together as one application. 
Total Mileage of 108.29 miles) 
(includes CSX Transportation 2 applications 5 segments 112.4 miles) 
(includes one CN-CP application for 8.80 miles of jointly owned track) 


IN 


APPENDIX C 


Appendix C 


1988 RAIL LINE ABANDONMENT APPLICATIONS 
[SUBSECTION 160(4) OF THE NTA, 1987] 


Railway/ Between Track 
Subdivision Points Miles Status 
Newfoundland 
CN Stephenville White’s Road-Stephenville 7.00 Ordered abandoned 
(M. 0.00) (M. 7.00) February 22, 1989. 
CN Total Miles 7.00 
Nova Scotia 
CN Chester Barry’s Stillwater Marsh-Liverpool T7202 To be considered 
(M. 42.25) (M. 109.07) in 1989. 
Incl. Lunenburg & Blue Rocks Spurs 
CP Kentville Kentville-Annapolis Royal 5816 To be considered 
(M. 4.6) (M. 58.4) in 1989. 
CP Yarmouth Annapolis Royal-Yarmouth 86.6 To be considered 
(M. 0.0) (M. 86.6) in 1989. 
CN Total Miles 77.02 
CP Total Miles 140.4 
Prince Edward Island 
CN Borden Charlottetown-Borden 42.40 To be considered 
(M. 0.00) (M. 42.40 in 1989. 
CN Kensington Emerald Junction-Linkletter 19.45 To be considered 
(M. 0.00) (M. 19.45) in 1989. 
CN Kensington Linkletter-Tignish 65.16 To be reconsidered 
(M. 19.45) (M. 84.61) in 1989. 
CN Montague Mount Stewart Junction-Montague 25.61 To be reconsidered 
(M. 0.00) (M. 25.61) in 1989. 
CN Murray Harbour Maple Hill-Uigg PAS To be reconsidered 


Incl. part of Mt. Herbert Spur 


(M. 0.00) (M. 17.77) 


111989; 
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CN Souris 


CN Souris 
(Elmira Spur) 


CP Aroostook 


CN Caraquet 


CP Houlton 


CP St. Andrew's 


CN St. Quentin 


CP Shogomoc+ 


CP Shogomoc+ 


CN Tobique 


CN Tormentine 


CN Chandler 


CN Chapais 


Appendix C 


Royalty Junction-Souris 
(M. 0.00) (M. 55.02) 


Harmony Junction-Baltic 
(M. 0.00) (M. 5.00) 


CN Total Miles 
New Brunswick 


Aroostook-International Boundary 
(M. 0.0) (M. 4.8) 


East Bathurst-Tracadie 
Incl. Shippagan Spur) 
(M. 4.34) (M. 72.04) 


Debec-International Boundary 
(M. 0.0) (M. 5.0) 


Champlain Spur-St. Andrew's 
(M. 18.1) (M. 27.8) 

Tide Head-I.N.R. Junction 
(M. 0.00) (M. 103.50) 


Woodstock-Newburg 
(ML51:5)%(M9542) 


Upper Kent-Aroostook 
(M. 88.5) (M. 104.6) 


Perth Junction-Plaster Rock 
(M. 0.0) (M. 27.5) 


Sackville-Tormentine 
(M. 0.00) (M. 35.39) 


CN Total Miles 
CP Total Miles 


Quebec 


Ste. Adelaide-Gaspé 
(M. 48.10) (M. 104.23) 


Franquet-Chapais 
(M. 72.06) (M. 169.40) 


09.02 


5.00 


235.01 


4.8 


74.97 


5.0 


Sol 


103.50 


PL 


16.1 


al fa) 


35.39 


213.86 
65.8 


96.13 


97.34 


To be reconsidered 
in 1989. 


To be reconsidered 
in 1989. 


To be considered 
in 1989. 


To be reconsidered 
in 1989. 


To be considered 
in 1989. 


Ordered 
abandoned 
November 6, 1988. 


To be reconsidered 
in 1989. 


To be considered 
in 1989. 


To be considered 
in 1989. 


To be considered 
in 1989. 


To be considered 
in 1989. 


To be reconsidered 
by 1990. 


Public hearing held 
February 28 & 
March 2, 1989. 
Decision pending. 
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CN Danville 


CN Granby++ 


CN Granby++ 
(West Shefford Spur) 


CN Lac St. Jean 


CN Montfort 
(Grenville Spur) 


CN Mont Royal 


CP Ste. Agathe 


CP Ste. Agathe 


CN St. Raymond 


CN St. Raymond 


CN Sorel 


CP Temiscaming 


CN Temiscouata 


Chaudiere-Richmond 
(M. 0.00) (M. 87.22) 


Incl. Industrial, Victo Container 


& Industrial Spurs 


Granby-Chambly 
(M. 9.00) (M. 44.00) 


Clough-Granby 
(M. 0.00) (M. 14.24) 


Ha Ha Bay Junction-Chicoutimi 


(M. 205.65) (M. 210.96) 


Grenmont-Saint André Est 
(M. 0.00) (M. 17.70) 


Val Royal-Cartierville 
(M. 7.22) (M. 8.03) 


St. Jérome-Ste. Agathe 
(M. 13.6) (M. 44.4) 


Ste. Agathe-Mont Laurier 
(M. 44.4) (M. 138.2) 


Hedley-Jackson's 
(M. 2.62) (M. 36.50) 


Jackson’s-Riviere à Pierre 
(Mi 36:50) (M2 55,57) 


Sorel-St. Gregoire 
Incl. Des Ormeaux & 
Becancour Spurs 
(M. 45.50) (M.84.20) 


Temiscaming-Gendreau 
(M. 40.5) (M. 47.9) 


Cabano-Edmundston East 
(M. 44.00) (M. 77.00) 


CN Total Miles 
CP Total Mile 


88.62 


35.00 


14.24 


5.31 


17.70 


0.81 


30.8 


93.8 


33.88 


19/07 


39.30 


7.4 


33.00 


440.40 
132.0 


Ordered 
abandoned August 
8, 1989. 


To be reconsidered 
by 1990. 


Ordered 
abandoned 
December 31, 1988. 


Ordered 
abandoned May 1, 
1988. 


Ordered 
abandoned 
September 14, 
1988. 


Ordered 
abandoned 
December 30, 1988. 


To be reconsidered 
in 1989. 


To be reconsidered 
in 1989. 


To be reconsidered 
by 1991. 


To be reconsidered 
in 1989. 


Public hearing held 
June 16, 1988. 
Report pending 
Agency approval. 


To be considered 
in 1989. 


To be reconsidered 
in 1989. 
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Ontario 
CN Bruce Lake Carroll Jct-Bruce Lake 66.16 Ordered 
(M. 0.00) (M. 66.16) abandoned 
September 25, 
1988. 
CN Burford Brantford-Burford 7.65 To be reconsidered 
(M. 8.35) (M. 11.00) by 1990. 
CP Carleton Place Nepean-Carleton Place 19.1 Ordered 
(M. 9.0) (M. 28.1) abandoned 
December 29, 1989. 
CN Forest Lucan-Parkhill 15.00 To be reconsidered 
(M. 15.50) (M. 30.50) in 1989. 
CN Goderich Guelph-Goderich 2 Ordered 
(M. 34.9) (M.112.1) abandoned 
December 31, 1988. 
CN Kincardine+++ Listowel 1.41 To be reconsidered 
(M. 0.00) (M. 1.41) by 1990. 
CN Kincardine Listowel-Wingham 28.93 To be reconsidered 
(M. 1.41) (M. 30.34) by 1990. 
CN Newton+++ Stratford-Palmerston 99.49 To be reconsidered 
(M. 1.17) (M. 36.62) by 1990. 
CN Owen Sound+++ Palmerston-Owen Sound 7148 To be reconsidered 
(M. 0.00) (M. 71.43) by 1990. 
CN Renfrew Nepean-Renfrew 43778 Ordered 
(M. 0.00) (M. 43.78) abandoned on the 
earlier of 
December 30, 1989 
or date of 
commencement of 
alternative train 
services to 
BASF siding. 
CP St. Marys St. Mary’s 1.45 Ordered 
(M. 23.55-M. 25.00) abandoned August 
13, 1988. 
CP Simcoe/Waterford Waterford-Simcoe Junction 7.8 To be considered 
(M. 35.3) (M. 43.1) in 1989. 
Brantford-L.E. & N Junction 16.3 


Incl. Waterford Spur 
(M. 63.7) (M. 78.9) 
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CP Simcoe/Waterloo 


CN Smiths Falls 


CN Southampton 


CSXT Subdivision* 


CXST Subdivision* 
#1 


CN Taschereau 


CN Uxbridge 
(Campbellford Spur) 


CP Waterford 


Galt-Brantford 

(M. 0.0) (M. 19.4) 
Galt 

(M. 0.0) (M. 0.8) 


Richmond-Smiths Falls 
(MIF 13200)" (Mie34:05) 


Harriston Jct-Douglas Point 


(M. 0.00) (M. 59.56) 


West Lorne-St. Thomas 
(M. 102.8) (M. 126.8) 


Oldcastle-Leamington 
(N#S:0) "MES 7.0) 


Leamington-Blenheim 
(Me SOI0) (M7325) 


Blenheim-Black’s Siding 
(M7 Ses r avi 29510) 


Rodney-West Lorne 
(M. 98.1) (M. 102.8) 


La Sarre-Cochrane 
(M. 99.00) (M. 181.42) 


Peterborough-Lindsay 
(NIM6S/25)MIMISSA8) 
Incl. Lakefield Spur & 
Ashburnham Branch 


Hamilton-Brantford 
(M. 41.0) (M. 61.0) 


CN Total Miles 
CP Total Miles 
CSX Total Miles 


Appendix C 


Manitoba 


CN Chisel Lake Optic Lake-Osborne Lake 


(M. 0.00) (M.71.05) 


CN Inwood Grosse Isle-Fisher Branch 


(M. 0.50) (M. 72.00) 


19.4 


0.8 


2105 


99.56 


24.0 


200 


34.5 


2072 


4.7 


82.42 


32.16 


20.0 


465.00 
162.05 
112.40 


74605 


750 


To be considered 
in 1989. 


To be reconsidered 
in 1989. 


Ordered 
abandoned 
January 22, 1989. 


Ordered 
abandoned July 1, 
1988. 


To be considered 
in 1989. 


To be considered 
in 1989. 


To be considered 
in 1989. 


To be considered 
in 1989. 


To be reconsidered 
by 1990. 


To be considered 
in 1989. 


To be considered 
in 1989. 


Ordered 
abandoned 
September 15, 
1988. 


To be reconsidered 
in 1989. 
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CN Neepawa 


CN Rossburn 


CN Central Butte 


CN Chelan 


CP Colony 


CN Corning 


CN Cudworth 


CN Erwood 


CP Kisbey 


CP Neudorf 


CN Porter 


CN Preeceville 


Appendix C 


Neepawa-Rossburn Junction 4.19 
(M. 33.6) (M. 37.79) 


Rossburn Junction-Bethany 11.90 
(M. 0.00) (M. 11.90) 


CN Total Miles 158.64 
Saskatchewan 


Moose Jaw Junction-Mawer 45.63 
(M. 39.37) (M. 85.00) 


Reserve-Weekes 12:87 
(M. 0.00) (M. 12.87) 


Rockglen-Killdeer 24.6 
(M. 0.0) (M. 24.6) 

Peebles-Corning 15.00 
(M. 0.00) (M. 15.00) 

ot: Louis 1.76 
(M. 84.60-M. 86.36) 

Baden-Hudson Bay 49.15 
(M. 50.85) (M. 100.00) 


Griffin-Weyburn 1733 
(M. 43.6) (M. 60.9) 


Rocanville-Esterhazy 28.5 
(M. 53.5) (M. 82.0) 


Oban Junction-Cando 18.00 
(M. 0.00) (M. 18.00) 


Preeceville-Kelvington 40.85 
(M. 72.73) (M. 113.58) 


CN Total Miles 183.26 
CP Total Mile 70.4 


Abandonment 
contingent upon 
construction of 
connection. 
Funding not 
provided to date. 


Abandonment 
contingent upon 
construction of 
connection. 
Funding not 
provided to date. 


To be reconsidered 
by 1990. 


To be reconsidered 
in 1989. 


Ordered 
abandoned August 
1, 1989. 


To be reconsidered 
in 1989. 


Ordered 
abandoned August 
6, 1988. 


To be reconsidered 
in 1989. 


To be reconsidered 
by 1990. 


To be reconsidered 
in 1989. 


To be reconsidered 
in 1989. 


To be reconsidered 
by 1990. 
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Alberta 
CP Altawan Notukeu-Manyberries 56.4 To be reconsidered 
(M. 65.7) (M. 122.1) by 1990. 
CN Coronado Elk Point-Lindberg ln ele. To be considered 
(M. 140.20) (M. 151.78) in 1989. 
CN-CP Langdon/ Rosedale-East Coulee 8.807% Ordered 
Rosedale-Bullpound (M. 85.50) (M. 94.30) abandoned 
Joint Section September 7, 1988. 
CP Willingdon 6.0 Ordered 
(Chemical Spur) Mile 0.0-Mile 6.0 abandoned 
December 1, 1989. 
CN Total Miles 20.38** 
CP Total Miles 112% 


British Columbia 


CP Boundary Robson West-Midway 100.3 To be reconsidered 


(M. 30.7) (M. 126.6) 


Incl. Carson & Carmi Spurs 


by 1990. 


CN Cowichan Victoria 1.90 To be reconsidered 
(M. 0.00) (M. 1.90) by 1990. 
CN Cowichan Victoria 137 To be reconsidered 
(Saanich Spur) (M. 0.00) (M. 1.37) by 1990. 
CP Kaslo Rosebery-Nakusp 2124 Ordered 
(MES 8s (More) abandoned 
December 31, 1988. 
CN Total Mile 3.27 
CP Total Miles 127.7 
+ (2 Shogomoc cases are grouped together as one application. 


Total Mileage of 18.8 miles) 
++ (2 Granby cases are grouped together as one application. 
Total Mileage of 49.24 miles) 
+++ (Kincardine, Owen Sound & Newton are grouped together as one application. 
Total Mileage of 108.29 miles) 
included in one application 
includes CN-CP application for 8.80 miles of jointly owned track 
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Appendix D 


APPENDIX D 


SUMMARY OF ABANDONMENT DATES FIXED UNDER 


[SECTION 168 OF THE NTA, 1987] 


ORDERS AND DECISIONS, 1988 
BRANCH LINE ABANDONMENT 


Order No./ 
Subdivision Between/Miles Track Miles Date Disposition 
New Brunswick 
CP St. Andrews Champlain Spur-St. Andrews 9.7 1988-R-897 Ordered 
(18.1-27.8) 88/10/07 abandoned 
November 6, 
1988. 
Quebec 
CN Lac St. Jean Ha Ha Bay Junction-Chicoutimi 5531 1988-R-398 Ordered 
(205.65-210.96) 88/04/29 abandoned 
May 1, 1988. 
CN Montfort Grenmont-Saint André Est Wed, 1988-R-714 Ordered 
(Grenville Spur) (0.00-17.70) 88/08/15 abandoned 
September 14, 
1988. 
CN St. Raymond Hedley-Jackson's 33.88 1988-R-1085 Ordered 
(2.62-36.50) 88/11/30 continued. 
CN Mont Royal Val Royal-Cartierville 0.81 1988-R-1084 Ordered 
(7.22-8.03) 88/11/30 abandoned 
December 30, 
1988. 
CN Granby Granby-Chambly 35.00 1988-R-1116 Ordered 
(9.00-44.00) 88/12/01 continued. 
CN Granby Clough-Farnham 14.24 1988-R-1116 Ordered 
(West Shefford Spur) (0.00-14.24) 88/12/01 abandoned 


December 31, 
1988. 
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A 


CP St. Marys 


CN Southampton 


CN Bruce Lake 


CP Goderich 


CP Carleton Place 


CN Renfrew 


CSXT 


CN Chisel Lake 


CN Cudworth 


Appendix D 
Ontario 
St.Mary's 1.45 
(23.55-25.00) 
Harriston Jct-Douglas Point 59.56 
(0.00-59.56) 
Carroll Jct-Bruce Lake 66.16 
(0.00-66. 16) 
Guelph-Goderich Cid 
(34.9-112.1) 
Nepean-Carleton Place 19.1 
(9.0-28.1) 
Nepean-Renfrew 43.78 
(0.00-43.78) 
West Lorne to St. Thomas 24.0 
(102.8-126.8) 
Manitoba 
Optic Lake-Osborne Lake 1108 
(0.00-71.05) 
Saskatchewan 

St. Louis 1276 


(84.60-86.36) 


1988-R-601 
88/07/14 


1988-R-632 
88/07/22 


1988-R-745 
88/08/26 


1988-R-1115 
88/12/01 


1988-R-1248 
88/12/29 


1988-R-1216 
88/12/30 


Telex 


1988/06/30 


1988-R-715 
88/08/16 


1988-R-573 
88/07/06 


Ordered 
abandoned 
August 13, 
1988 


Ordered 
abandoned 
January 22, 
1989. 


Ordered 
abandoned 
September 25, 
1988. 


Ordered 
abandoned 
December 31, 
1988. 


Ordered 
abandoned 
December 29, 
1989. 


Ordered 
abandoned 

on the earlier of 
December 30, 
1989 or date of 
commencement 
of alternative 
train services to 
BASF siding. 


Ordered 
abandoned 
July 1, 1988. 


Ordered 
abandoned 
September 15, 
1988. 


Ordered 
abandoned 
August 6, 1988. 
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CP Colony 


CN-CP Langdon/ 
Rosedale-Bullpound 
Joint Section 


CP Willingdon 
(Chemical Spur) 


CP Boundary 


CP Kaslo 


Appendix D 


Rockglen-Killdeer 24.6 
(0.0-24.6) 

Alberta 
Rosedale-East Coulee 8.80 


(85.50-94.30) 


Mile 0.0-Mile 6.0 6.0 
(0.0-6.0) 


British Columbia 


Robson West-Midway 100.3 
(Incl.Carson & Carmi Spurs) 
(30.7-126.6) 

Rosebery-Nakusp 27.4 
(88-312) 


1988-R-903 
88/10/12 


1988-R-702 
88/08/08 


1988-R-1117 
88/12/01 


1988-R-547 
88/06/30 


1988-R-1114 
88/12/01 


Ordered 
abandoned 
August 31, 
1989. 


Ordered 
abandoned 
September 7, 
1988. 


Ordered 
abandoned 
December 1, 
1989. 


Ordered 
continued. 


Ordered 
abandoned 
December 31, 
1988. 
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APPENDIX E 


1989 
SUMMARY OF PLANS 
FOR ABANDONMENT NOTICES AND APPLICATIONS 


To determine the abandonment plans of the various railways under its jurisdiction the Agency solicited 
submissions from the following companies. 


Algoma Central Railway 

Burlington Northern (Manitoba) Limited 
Burlington Northern Railroad Company 
Canadian National Railway Company 
Canadian Pacific Limited 

Consolidated Rail Corporation 

CSX Transportation Incorporated 

Devco Railway 

The Essex Terminal Railway Company 
Napierville Junction Railway Company 
Nipissing Central Railway 

Norfolk and Western Railway Company 
Quebec North Shore and Labrador Railway Company 
Wabush Lake Railway Company Limited 

The White Pass and Yukon Corporation Limited 


Of the companies canvassed, only Canadian National and Canadian Pacific submitted abandonment 
plans. None of the other companies indicated that they had any branch line abandonment plans for 1989. 


Insofar as CN and CP are concerned, both railways have been assessing their rail networks to identify 
possible candidates for abandonment. 


Whereas the following summary indicates the order of magnitude of notices and applications and 
approximate mileages to be submitted, the actual lines proposed to be abandoned are still subject to 
change contingent upon such factors as business decisions, government decisions and negotiations with 
Customers. 
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SUMMARY OF PLANNED 1989 BRANCH LINE 


ABANDONMENT ACTIVITIES 


CN CP TOTAL 
NOTICES OF INTENT 34 26 60 
ABANDONMENT APPLICATIONS * 36 29 65 
TOTAL MILEAGE 574 732 1,306 


* Includes those applications received in 1989 for which notices of intent were filed in 1988. 
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ERRATUM 


SERVICES AÉRIENS 


Les données préliminaires du trafic passagers pour l’année 1989 ont été révisées. Par 
conséquent, les tableaux 3.3 et 3.10 ainsi que le graphique 3.6 doivent être modifiés pour 
refléter les chiffres de 1989 du trafic passagers d’Air Canada sur ses services réguliers; le 
total passe ainsi de 11,321 millions à 13,693 millions. C’est ainsi que le pourcentage pour 
l’année 1989 par rapport à 1988 est de 0,1 et non pas de moins 17,2. 


On devrait lire aux pages 33 et 34, sous l’en-tête « Passagers », le texte qui suit : 


Page 33, premier paragraphe, lignes 1 à 3: « En 1989, les trois principaux 
transporteurs ont subi une baisse générale de l’ordre de 5 p. 100 du nombre de 
passagers de services réguliers. » 


Page 33, premier paragraphe, ligne 6: « … internationaux pour Wardair. Cette... » 


Page 33, troisième paragraphe, lignes 1 à 4: « Malgré une augmentation quasi- 
inexistante du nombre de passagers voyageant sur des vols réguliers, Air Canada 
et Wardair ont enregistré une augmentation du nombre de passagers-kilomètres. » 


Page 34, deuxième colonne, troisième paragraphe: « Air Canada et Canadien ont 
tous deux connu des augmentations de leur trafic passagers sur vols réguliers alors 
que Wardair faisait état d’une légère baisse. En conséquence, la part du trafic 
transfrontalier et international transporté par les principaux transporteurs 
canadiens, totalisait 6,9 millions de passagers en 1989. Là encore, Toronto figure 
dans 12 des 25 principales paires de villes transfrontalières, la liaison Toronto-New 
York occupant le premier rang. » 


Veuillez noter qu’une révision des données du trafic international de 1988 des Lignes 
aériennes Canadien international a réduit la croissance, rapportée au deuxième 
paragraphe de la page 33, à 40 p. 100. Les données révisées indiquent qu’ensemble, Air 
Canada et Canadien, ont, en 1989, connu une augmentation de près de 8 p. 100 du 
nombre de passagers sur leurs vols internationaux. 


ERRATUM 


AIR SERVICES 


Preliminary passenger traffic counts for 1989 have been adjusted. As a result, Tables 3.3 
and 3.10 as well as Figure 3.6 require modification to reflect the revision of Air Canada’s 
1989 scheduled passenger figure from 11.321 million to 13.693 million. Accordingly, the 
per cent change from 1988 would change from -17.2 to 0.1. 


The accompanying text on pages 32 and 33 under the heading "Passenger" should be 
modified as follows: 


Page 32, paragraph 1, lines 1 to 3: "The major carriers experienced an overall 
decrease of about five per cent in the number of passengers carried on scheduled 
flights in 1989." 


Page 32, paragraph 1, line 5: "... for Wardair in international markets." 
Page 32, paragraph 3, line 1: "Despite a lack of growth in scheduled passengers 
carried in 1989, Air Canada..." 


Page 33, paragraph 3: "Both Air Canada and Canadian registered increases in 
international scheduled passenger traffic while Wardair reported a small decline. 
As a result, transborder and other international traffic carried by major Canadian 
airlines increased to 6.9 million passengers in 1989. Again, Toronto was included 
in 12 of the top 25 transborder city-pairs with Toronto-New York ranked first." 


Note also that a revision to Canadian Airlines International’s 1988 international traffic 
data reduces the 40 per cent growth figure referred to in paragraph 2 on page 32. 
Revised figures indicate that together, Air Canada and Canadian achieved an increase of 
almost 8 per cent in international passengers in 1989. 
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AIR SERVICES 


Preliminary passenger traffic counts for 1989 have been adjusted. As a result, Tables 3.3 
and 3.10 as well as Figure 3.6 require modification to reflect the revision of Air Canada’s 
1989 scheduled passenger figure from 11.321 million to 13.693 million. Accordingly, the 
per cent change from 1988 would change from -17.2 to 0.1. 


The accompanying text on pages 32 and 33 under the heading "Passenger" should be 
modified as follows: 


Page 32, paragraph 1, lines 1 to 3: "The major carriers experienced an overall 
decrease of about five per cent in the number of passengers carried on scheduled 
flights in 1989." 


Page 32, paragraph 1, line 5: "... for Wardair in international markets." 


Page 32, paragraph 3, line 1: "Despite a lack of growth in scheduled passengers 
carried in 1989, Air Canada..." 


Page 33, paragraph 3: "Both Air Canada and Canadian registered increases in 
international scheduled passenger traffic while Wardair reported a small decline. 
As a result, transborder and other international traffic carried by major Canadian 
airlines increased to 6.9 million passengers in 1989. Again, Toronto was included 
in 12 of the top 25 transborder city-pairs with Toronto-New York ranked first." 


Note also that a revision to Canadian Airlines International’s 1988 international traffic 
data reduces the 40 per cent growth figure referred to in paragraph 2 on page 32. 


Revised figures indicate that together, Air Canada and Canadian achieved an increase of 
almost 8 per cent in international passengers in 1989. 
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SERVICES AÉRIENS 


Les données préliminaires du trafic passagers pour l’année 1989 ont été révisées. Par 
conséquent, les tableaux 3.3 et 3.10 ainsi que le graphique 3.6 doivent être modifiés pour 
refléter les chiffres de 1989 du trafic passagers d’Air Canada sur ses services réguliers; le 
total passe ainsi de 11,321 millions à 13,693 millions. C’est ainsi que le pourcentage pour 
l’année 1989 par rapport à 1988 est de 0,1 et non pas de moins 17,2. 


On devrait lire aux pages 33 et 34, sous l’en-tête « Passagers », le texte qui suit : 


Page 33, premier paragraphe, lignes 1 à 3: « En 1989, les trois principaux 
transporteurs ont subi une baisse générale de l’ordre de 5 p. 100 du nombre de 
passagers de services réguliers. » 


Page 33, premier paragraphe, ligne 6: « … internationaux pour Wardair. Cette... » 


Page 33, troisième paragraphe, lignes 1 à 4: « Malgré une augmentation quasi- 
inexistante du nombre de passagers voyageant sur des vols réguliers, Air Canada 
et Wardair ont enregistré une augmentation du nombre de passagers-kilomètres. » 


Page 34, deuxième colonne, troisième paragraphe: « Air Canada et Canadien ont 
tous deux connu des augmentations de leur trafic passagers sur vols réguliers alors 
que Wardair faisait état d’une légère baisse. En conséquence, la part du trafic 
transfrontalier et international transporté par les principaux transporteurs 
canadiens, totalisait 6,9 millions de passagers en 1989. Là encore, Toronto figure 
dans 12 des 25 principales paires de villes transfrontalières, la liaison Toronto-New 
York occupant le premier rang. » 


Veuillez noter qu’une révision des données du trafic international de 1988 des Lignes 
aériennes Canadien international a réduit la croissance, rapportée au deuxième 
paragraphe de la page 33, à 40 p. 100. Les données révisées indiquent qu’ensemble, Air 
Canada et Canadien, ont, en 1989, connu une augmentation de prés de 8 p. 100 du 
nombre de passagers sur leurs vols internationaux. 


Chairman Président 
National Transportation Agency Office national des transports 
of Canada du Canada 


The Honourable Doug Lewis, P.C., F.C.A., Q.C., M.P. 
Minister of Transport 
Ottawa, Ontario 
My dear Minister: 

| have the honour to present herewith the second annual review of 
the National Transportation Agency of Canada, made pursuant to section 
267 of the National Transportation Act, 1987, for the calendar year ended 


December 31, 1989. 


Sincerely, 


fa (abe 


Erik Nielsen 
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Executive Summary 


EXECUTIVE 
SUMMARY 


Transportation users continued to benefit from 
increased competition during year two of regulatory 
reform despite a weakening economy. While all 
modes of transportation were subject to increased 
competitive pressures, there were differences in nature 
and degree. Some faced increased competition from 
other modes of transportation while others felt 
competitive pressure from other companies within their 
own mode. 


However, it is still too early to make definitive 
judgments about the impact of regulatory reform for the 
following reasons: 


e shippers are still learning how to take full 
advantage of user-oriented provisions in the new 
legislation; 


° carriers are also still adjusting to the new 
competitive environment; and 


* events outside the transportation system, such as 
the Canada-U.S. Free Trade Agreement, are 
creating different transportation needs for 
Canadian users. 


FARES - RATES 


Data gathered by the Agency indicate that increases in 
transportation fares and rates were lower than inflation, 
with two exceptions -- business and economy class air 
fares and marine resupply freight rates in the Lake 
Athabasca system. 


e Inair transportation, business and economy fares 
increased at a higher rate than the Consumer 
Price Index. However, almost two out of every 
three passengers travelled on discount fares and 
enjoyed a wide range of price options. 


¢ Inrail transportation, the Agency’s shipper survey 
and other railway data indicate that rates were held 
in check by competitive factors. 


e Intrucking, rates were generally more stable in 
1989, although there was strong price competition 
in key transborder truckload markets. 
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°__ While marine resupply freight rates increased by 
three per cent in the Mackenzie River system and 
the Western Arctic (the same increase as 1988), 
the high increases in the Lake Athabasca system 
were a source of concern to shippers in that area. 


With the exception of the water transport sector, labour 
costs in transportation operations increased at a lower 
rate than the labour costs in the economy in general. 
However, Carriers were generally of the opinion that 
price reduction initiatives have gone as far as possible. 


SERVICES 


The majority of users surveyed reported either 
consistency or improvement in services offered in 1989 
compared to the previous year. 


* In air, there were minor service reductions in 1989 
due largely to the weakened economy. However, 
service levels remained higher than in 1987 and 
much higher than in 1983, the year prior to air 
regulatory reform. 


* Canada’s two major carriers, Air Canada and 
Canadian, continued to withdraw from smaller 
domestic markets, concentrating their services on 
long-haul domestic, transborder and international 
routes. In general, communities no longer served 
by major carriers now receive a greater choice of 
flights in aircraft that are better suited to serve 
lower density markets. 


¢ Despite the failure of a number of relatively-new 
charter carriers, the availability of low-priced travel 
services was essentially unchanged. 


° In rail and trucking, shippers responding to Agency 
surveys were generally satisfied with service in 
1989. 


There were structural changes in 1989 including 
mergers, acquisitions, affiliations and bankruptcies. In 
general, these occurred with minimal disruption in 
services or inconvenience for users. 


TRANSPORTATION ACTIVITIES 


Traffic levels were lower in 1989 than the two previous 
years, largely because of economic factors. Carriers 
worked at minimizing adverse effects by introducing 
cost-reduction measures. There were also a number 
of long-term investments announced in all modes. 


There has not been a marked increase in transborder 
traffic flow originating from Canada, despite 


Executive Summary 


implementation of the Canada-U.S. Free Trade 
Agreement. This is a reflection of slower growth in the 
United States economy and reduced competitiveness 
resulting from the appreciation of the Canadian dollar 
against U.S. currency (17.3 per cent since 1986). 


ISSUES 


Transportation issues in Canada centred around 
infrastructure-related matters. There were questions 
involving congestion at Pearson International Airport 
and the adequacy of air traffic control systems, 
expansion of the national highway system, levels of 
highway user fees and rationalization of railway 
networks. These issues were typically raised in the 
context of their impact on competition. 


USER-CARRIER RELATIONS 


Inthe more competitive environment, shippers are 
increasingly able to obtain transportation tailored to 
their needs through negotiation of contractual 
arrangements or through the selection of a carrier on 
the basis of competitive bids. The increasing use of 
confidential contracts in rail is one illustration of this 
trend. 


The terms and conditions of transportation services 
negotiated by a firm in any particular industry are one 
of the factors determining its relative competitive 
position. As a result, specific details on transportation 
operations are considered commercially sensitive and 
both users and carriers protect such information 
against access by third party to maintain their relative 
competitive positions. 


INTERMODAL TRANSPORTATION 


The integration of modal services is becoming 
increasingly important to satisfy the transportation 
service needs of Canadian shippers. While there is 
competition involved in intermodal transportation, there 
is also considerable inter-dependence with each mode 
having an important stake in the other’s health. Over 
one-third of shippers surveyed reported that they used 
intermodal services to move, on average, 
approximately one-fifth of their traffic. The 
development of total transportation packages, 
integrating the services of two or more modes, 
capitalizes on the relative strengths of each mode; 
improves service; minimizes costs; and maximizes 
efficiency and flexibility for shippers and users. 
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GLOBAL MARKETPLACE 


Trends toward a more North American orientation of 
transportation activities continued in 1989. 


In air services, the liberalization of North American air 
services remains constrained by the Canada-U.S. air 
bilateral agreements. Both countries agree on the 
need to have more liberal bilateral air relationships and 
will be working toward such an objective. 


In rail, some recently introduced new double-stack rail 
services and the increased emphasis on North-South 
operations, are all indicative of a trend towards a 
continental approach to the North American rail 
shipper’s needs. 


In trucking, some U.S. and Canadian carriers have 
acquired trucking interests on opposite sides of the 
border. For Canadian trucking firms, these decisions 
were justified by operating cost differences for trucking 
services in each country but they also allow for 
repositioning on both sides of the border to run more 
efficient transborder and domestic operations. 


In marine, ocean carriers view Canada and the United 
States as a single market for their services and as 
such, make adjustments to their operations according 
to supply and demand forces in the North-American 
market as a whole. 


This trend towards a greater integration of North 
American transportation activities generates mixed but 
generally positive reactions. Shippers, carriers and 
terminal operators who see themselves as 
beneficiaries, foresee market opportunities and access 
to broader markets; others view it as a threat to their 
ability to stay in business and favour protective 
measures to prevent potential loss of business. 


Under such an evolving situation, the operating, 
institutional and regulatory environments for 
transportation should be in harmony between trading 
countries to ensure the optimal use of transportation 
resources. 


Major changes are occurring in the transportation 
marketplace, through regulatory reform and other 
factors such as the reduction of trade barriers. 
Together these factors are reshaping the Canadian 
transportation system to meet the needs of shippers 
and travellers in the 1990’s. 
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Introduction 


INTRODUCTION 


ANNUAL REVIEWS 


The National Transportation Agency is required to 
review the operation of the new transportation 
legislation and report annually to the Minister for four 
years. 


An important feature of the new transportation 
legislation is the requirement for an annual review of its 
impact on transportation in Canada. The reviews are 
intended to ensure that the Government is made 
aware of any potential problems. 


The National Transportation Act, 1987 (NTA, 1987 ), 
Motor Vehicle Transport Act, 1987 (MVTA) and 
Shipping Conferences Exemption Act, 1987 (SCEA) 
constitute Canada’s new transportation legislation. 
Among the key objectives of this new legislation are 
the promotion of a more dynamic and competitive 
transportation environment through the lessening of 
economic regulation, the development of a 
transportation network serving the needs of shippers 
and travellers, and the promotion of economic growth 
in all regions of the country. 


The NTA, 1987 requires the Agency to conduct annual 
reviews for the years 1988 to 1991. The Agency’s 
report on each annual review must be submitted to the 
Minister of Transport by May 31 of the following year. 
The Minister must then table the review in the House 
of Commons and the Senate within 15 sitting days. 
Once tabled, the review is public. In 1992, a 
comprehensive review will be conducted to cover the 
entire period since the Act's inception. 


MANDATE OF THE ANNUAL REVIEW 


The Agency’s mandate in each annual review is 
restricted to considering and reporting on matters 
identified in the NTA, 1987 which pertain to the 
economic regulation of transportation. The review is 
not a policy document although the Minister may 
recommend policy changes as a result of issues 
identified in the review. 
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The NTA, 1987 identifies several specific matters that 
must be considered: 


¢ changes in prices and levels of services offered to 
shippers and travellers; 


¢ changes in structure, performance and 
employment levels in the transportation industry; 


* the Agency’s record in handling complaints, 
applications and other matters brought to its 
attention; 


° effects of competitive line rates on railway 
companies; 


* abandonment of railway lines; 


* any additional matters that the Minister may refer 
to the Agency’s attention. (For the 1989 review, the 
Minister did not refer any matter to the Agency.) 


In conducting all its reviews, the Agency must give 
regard to the National Transportation Policy which 
States that Canada must be provided with "... a safe, 
economic, efficient and adequate network of viable and 
effective transportation services..." The reviews must 
also consider matters which by law must be addressed 
in the 1992 comprehensive review. 


SCOPE OF THE SECOND REVIEW 


The second annual review, like the first, covers all 
transportation modes under federal jurisdiction 
including matters specified in the Act. Both passenger 
and freight services are examined with the exception of 
rail passenger and inter-city bus passenger services. 
The review incorporates the views of government, 
private industry, and the public on a wide variety of 
issues including national and provincial policies, 
operational issues, carrier and user issues, and 
regulatory, institutional and financial matters. 


HOW THE REVIEW WAS CONDUCTED 


The review was based on information provided by 
numerous government and industry sources, 
supplemented by an extensive survey program. 


In this review, Agency staff used the monitoring tools 
which were developed to provide reliable and 
comprehensive information on transportation in 
Canada for the first annual review. In some areas, 
where possible, coverage was enhanced. 
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The information base for the second review came from 
five primary sources: 


¢ Institutional data 


The list of government departments and agencies 
providing information includes Statistics Canada, 
Transport Canada, Consumer and Corporate Affairs, 
Labour Canada, Canada Labour Relations Board, 
Investment Canada, Office of the Superintendent of 
Bankruptcy, Ports Canada, Canadian Aviation Safety 
Board, and the Agency itself. 


° The Agency’s survey program 


The Agency’s survey program, initiated for the first 
review to overcome the deficiency of current 
information about transportation users and particular 
transportation activities, was used again in 1989 and 
its coverage was enhanced. Questionnaires were 
revised, modified and, in some cases, expanded. 


Generally, survey response rates were high and 
representative of the industry. Data from the survey 
form a key element of the analysis reported in this 
review. Details about the survey including distribution, 
answer return rates and regional breakdowns, where 
possible, are included in Appendix A. 


The Agency’s survey program is composed of: 


a) an all transport mode shippers’ survey, conducted 
with the cooperation of the following associations: 


Canadian Chemical Producers’ Association 
Canadian Exporters’ Association 

Canadian Fertilizer Institute 

Canadian Horticultural Council 

Canadian Importers Association 

Canadian Industrial Transportation League 
Canadian Manufacturers’ Association 
Canadian National Millers Association 
Canadian Pulp and Paper Association 
Canadian Shippers’ Council 

Coal Association of Canada 

Council of Forest Industries of British Columbia 
Grocery Products Manufacturers of Canada 
Mining Association of Canada 

Motor Vehicle Manufacturers’ Association 
Ontario Petroleum Association 

Propane Gas Association of Canada Inc. 
Quebec Industrial Commissioners Association 
Quebec Lumber Manufacturers’ Association 
Quebec Mining Association 

Retail Council of Canada 

Sultran 
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In the 1989 shippers’ survey, shipping lines were also 
invited to respond as users of surface transportation 
services. 


b) three air transportation surveys, distributed to 
members of the Commercial Travellers’ Association 
(CTA), travel agents belonging to the Alliance of 
Canadian Travel Associations (ACTA), and 
representatives of communities and Indian bands 
located in northern Canada. 


c) two marine surveys on SCEA-related matters, one 
completed by shipping lines serving Canada on 
major trade routes and the other by freight 
forwarders. In addition, there was a survey of 
northern communities, Indian bands, federal and 
territorial governments, and northern businesses on 
marine resupply services in the Athabasca and 
Mackenzie systems. 


d) areview of trucking services. An extensive 
interview program was conducted covering over 
130 motor carriers, provincial, regional and national 
trucking associations, provincial licensing boards, 
transportation ministries and tariff boards plus a 
survey of owner/operators. 


ia) 
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a carrier survey on services made available to 
travellers with disabilities. 


¢ Consultations 


Numerous consultations took place with shippers, 
Carriers, provincial and territorial government officials, 
industry associations, consumer/user groups, port 
terminal operators, and other interested parties to 
gather further views and information on the specific 
review matters. 


+ APTC’s contracted study 


The Atlantic Provinces Transportation Commission, 
under contract with the Agency, conducted a study on 
the developments within Atlantic Canada resulting from 
legislative reform. 


* Interested Parties Assessment 


The review also takes into consideration submissions 
from interested parties dealing with their assessment 
of the impact of legislative reform to this point or 
matters which they felt needed analysis. 
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Canada's Economic Performance in 1989 


CANADA’S 
ECONOMIC 
PERFORMANCE 
IN 1989 


Economic growth has a direct impact on transportation 
activities. The strength of this impact varies for each 
particular mode of transportation and depends upon 
which sectors of the economy have experienced the 
greatest changes. 


The level of transportation activity is therefore sensitive 
to fluctuations in the economy and is affected by such 
variables as cost, service levels, convenience, and 
safety. These variables are addressed in other 
sections of the report. 


This section presents an analysis of developments in 
the Canadian economy in 1989 which explains, in part, 
some observations made in other sections of the report. 


GROWTH - HIGHLIGHTS 
In 1989, the rate of growth slowed in Canada. 


The Canada-U.S. Free Trade Agreement constitutes 
the main economic policy event of 1989. 


In 1989, economic growth continued at a modest pace 
(2.9 per cent compared to 4.5 per cent in 1988). A 
marked change in the composition of growth was 
noted with increases in domestic demand slowing 
significantly in the second half of the year. This 
slowdown was attributed to a decline in consumer 
spending and lower levels of investment in machinery 
and equipment. 


CONSUMER SPENDING 
Consumer spending weakened in 1989. 


Consumer spending incentives, such as larger than 
usual tax refunds associated with income tax reform, 
and enhanced automobile buyer incentive programs 
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were not sustained throughout the year. Although 
overall consumer spending flattened, spending on 
services grew at a stable rate. Yet declines in 
spending at hotels and restaurants were reported for 
the first time since the end of 1986 -- a situation 
indicative of 1989 inter-city travel trends. 


Personal income growth slowed, reflecting slower 
growth in interest and investment income. Personal 
disposable income increased at near 1988 levels. 
However, savings rate increases, first identified in 
1987, were maintained -- a fact explained by lower 
consumer confidence and higher interest rates. This 
led consumers to delay major discretionary purchases, 
including discretionary travel decisions. 


HOUSING 


Throughout 1989, housing demand remained strong 
despite high interest rates and generally higher prices 
in most markets across the country. The high level of 
housing starts reflected increased residential 
construction activity outside central Canada, 
particularly in British Columbia and Alberta. Changes 
in mortgage rates during the year also had an 
important effect on fluctuations in housing demand. 


BUSINESS INVESTMENT 


The growth in Canadian business investment 
increased in 1988. But the investment boom continued 
in 1989 fuelled by two years of strong growth in 
corporate profits, high levels of capacity utilization in a 
majority of manufacturing industries, a steady inflow of 
foreign investment -- particularly from the Far East -- 
and a surge of investor confidence stemming from the 
Canada-U.S. Free Trade Agreement. Wide interest 
rate premiums on Canadian investments relative to 
U.S., German and Japanese investment options also 
explain the huge inflow of investment. 


Commercial construction slowed and investment in 
machinery and equipment fell. Profit growth levels 
Slowed significantly due to rising labour costs and high 
interest rates. 


GOODS PRODUCING INDUSTRIES 


Weak newsprint markets (which rely heavily on rail but 
also use truck services), price discounting in U.S. fine 
paper markets and the stronger Canadian dollar meant 
falling profits for most integrated forest products 
companies. 
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Base metal markets weakened due to reduced U.S. 
auto production, weak non-residential construction 
Starts in the United States and an expected slowdown 
in international business investment. 


INFLATION 
Underlying cost pressures rose in 1989. 


Inflation affects the pricing, costs and revenues of 
transportation activities. 


Consumer Price Index (CPI) increases escalated in the 
last months of 1988 and in the first half of 1989. The 
effects of tight labour and product markets on inflation 
were masked to a significant degree in 1988 by the 
appreciation of the Canadian dollar and the decline in 
world oil prices. Some of these favourable factors 
were reversed in 1989. 


The rate of inflation, as measured by the CPI, 
increased to five per cent in 1989, up from 4.1 per cent 
in 1988. The 1989 increase was the largest since the 
5.8 per cent rise reported in 1983. The reacceleration 
of inflation has been linked to excess demand pressure. 


The 1989 increases in the CPI major components 
ranged between 3.7 per cent for food and 9.3 per cent 
for tobacco products and alcoholic beverages. Higher 
than average increases were noted for housing 

(5.3 per cent) while clothing (4.1 per cent), recreation, 
reading and education (4.4 per cent) showed below 
average increases. 


During the second half of 1989, industrial product 
prices and raw material prices maintained a downward 
trend and showed yearly increases in 1989 of only 

0.2 per cent and 0.4 per cent respectively. Prices of 
most base metals slipped, the most notable declines 
being in copper and nickel. Price changes in some 
products destined for the export market, such as paper 
and automobiles, were restrained by the rising 
Canada/U.S. exchange rate and weak U.S. demand. 
Non-residential building construction prices in Canada 
posted a 6.8 per cent increase, while farm input prices 
increased 2.9 per cent. The price of energy, one of 
transportation’s key inputs, increased by 7.3 per cent 
in 1989. 
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REGIONAL ECONOMIES 


Activity in Atlantic and central Canada softened while 


Western Canada out-performed other regions. 


The strengths and weaknesses of regional 
transportation activities can be explained by the 
performance of regional economies. 


The British Columbia economy was sustained in 1989, 
by strong investment and consumer spending, 
bolstered by robust employment growth, real wage 
gains and population growth. Housing starts exceeded 
expectations. In Alberta, the economy was 
undermined by a downturn in drilling activities but was 
supported by the strong demand for natural gas, 
substantial investment in the growing pulp and paper 
sector, strong consumer spending and housing market. 
Given the overwhelming position of agriculture in the 
Saskatchewan economy, the 1989 recovery in crop 
yields was less than expected. Population declines 
and uncertainty about the success of the crop also 
affected consumer spending and the housing market. 
Manitoba’s economy was much stronger in 1989 due 
to a better harvest, employment gains and increased 
consumer spending. 


In Ontario, 1989 was a year of economic slowdown 
coming mostly from the housing sector. The 
performance of the Quebec economy during 1989 was 
below expectations, with the housing market especially 
weak and non-residential investment strong. 


The New Brunswick economy was stronger than 
expected in 1989 due to increased investment activity. 
With the exception of Halifax, most other parts of Nova 
Scotia showed signs of a weakening economy, with 
the most prominent industries -- fishing, mining and 
forestry -- facing problems. In Prince Edward Island 
and Newfoundland, economic growth underwent a 
slowdown in 1989. 


INTERNATIONAL TRADE 


The strong Canadian dollar had a major impact on 
both imports and exports. 


More than a quarter of Canada’s economic activities 
are related to external trade, with the United States 
being Canada’s most important trading partner. 
Efficient transborder and international transportation 
operations are essential to Canada’s trade with the 
rest of the world. 
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The slow growth in domestic demand in the United 
States and the strong Canadian dollar made Canadian 
exports less competitive. Exports edged up whereas 
imports advanced at a relatively higher rate. 


Continued investment spending by Canadian 
businesses led to further increases in imports of 
machinery and equipment. Exports were also affected 
by the poor 1988 wheat crop and a decline in lumber 
shipments related to weak housing starts in the United 
States. Wheat exports use water, rail and/or road 
transport services. Lumber is exported from British 
Columbia to the United States using primarily rail 
services, and from Eastern Canada using mostly 
trucking services. 


Canada’s merchandise trade surplus was cut in half in 
1989. A lower surplus with the United States accounts 
for most of Canada’s trade erosion. Motor vehicle 
exports represent one-third of our bilateral 
merchandise trade with the United States, and the 
drop in auto and parts sales is a major cause of the 
decline in our trade surplus. In addition, this industry 
uses truck and rail services. Forest product exports 
rose but prices were lower. Metal products reached a 
record despite a sharp drop in prices. Metal ores 
shipped to the United States move mostly over road 
though also by rail and water. Domestic oil production 
dropped, trimming the energy surplus. Natural gas 
receipts rose as tighter U.S markets boosted exports. 


On the services side, the strong demand from 
Canadian travellers for international transportation 
services, encouraged by a stronger currency, led to a 
noted deterioration in the domestic travel account. 


INTERNATIONAL ECONOMIC 
ENVIRONMENT 


Canada’s major trading partners, especially the United 
States, reported more moderate growth. 


The 1989 global economic environment was somewhat 
less robust than in previous years. Real economic 
growth in the seven major industrial economies (G-7) 
remained strong in 1989 but was in a downward cycle. 
Business non-residential investment continued to lead 
growth in each of the G-7 countries. At the same time, 
consumer spending slowed, and growth in American 
domestic demand remained significantly lower than 
that of its major trading partners. Inflation continued to 
rise in the G-7 countries. 
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Air Services 


AIR SERVICES 


HIGHLIGHTS OF 1989 


Affiliate Networks 


The Air Canada and Canadian Airlines International 
families evolved further in 1989 with strong growth 
among regional affiliates. These airlines expanded all 
aspects of their operations, adding jets to their fleets 
and taking over more routes from the parent carriers. 


Wardair 


PWA Corp. purchased the failing Wardair in 

January for about $250 million. After unsuccessful 
efforts to continue the operation of Wardair as a 
separate airline, PWA Corp. decided to amalgamate it 
with Canadian and sell off its fleet. 


Intair 


Intair, formerly Inter-Canadien, severed its ties with the 
Canadian family and commenced operations as an 
independent carrier. It deployed its modern mixed fleet 
over a large eastern Canada network, with ambitions 
to capture a share of traffic in the Toronto-Ottawa- 
Montreal corridor. 


Tariffs 


Most air fares increased in 1989 as the airlines moved 
to recover from the costly price competition of the 
previous year; but almost two out of three passengers 
continued to travel on discount fares. The new price 
leaders on long-haul domestic routes were the charter 
Carriers. 


Carrier Performance 


Air Canada achieved record earnings of $149 million, 
although this was largely due to the sale of investment 
holdings in GPA Group; the amalgamation of Wardair 
and Canadian produced an operating loss for PWA 
Corp. 
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REGULATORY REFORMS 


The National Transportation Act, 1987 


The NTA, 1987 removed the bulk of economic 
regulation in southern Canada, reduced it somewhat in 
the north, and left the regulation of international air 
services relatively untouched. 


Market entry is no longer based on the standard of 
public convenience and necessity. For southern 
Canada, an applicant must be Canadian, have an 
operating certificate, and have adequate liability 
insurance. Southern licences can no longer be 
restricted. For northern Canada, the onus is on any 
objector to show why an application for a licence 
should not be granted. 


To exit from a domestic market, carriers must now give 
120 days advance public notice. 


Domestic tariffs no longer have to be filed -- only 
published. There is restricted regulatory control over 
fares on monopoly routes in the southern zone and on 
all northern routes. Confidential contracts between 
carriers and travellers/shippers are now permissible for 
domestic air transportation. 


INDUSTRY STRUCTURE 


Carriers and Licences 


a ee or 2 1 
By the end of 1989, there were almost 1,900 carriers 


holding over 3,500 licences to operate air services in 
Canada or to and from Canada. 


Carriers 


During the year, the Agency licensed 80 new domestic 
Carriers. Fifty-four of these new licensees were 
authorized to operate to, from, or within northern 
Canada. 


By the end of 1989, there were 858 licensed domestic 
carriers. This is still down from the 1,250 licensees at 
the end of 1987 when about 350 carriers, who 
provided contract, flight training and other specialty air 
services, were no longer subject to licensing 
requirements and when another 150 carriers (mainly 
inactive) failed to meet the new “fit, willing, and able" 
Criteria for the issue of replacement licences in 1988. 


There were also 21 voluntary cancellations, four 
proposed mergers or acquisitions (the most notable 
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being the purchase of Wardair by PWA Corp.), and 
three bankruptcy filings, by Holidair, Minerve Canada, 
and Aviation Lac St.-Augustin Enrg. 


A total of 938 foreign air carriers, 38 more than in 
1988, provided service to and from Canada in 1989. 


Licences 


At the end of 1989, Canadian carriers held 1,803 
domestic licences, up from 1,631 a year ago. Of 
these, 846 were for authority to provide air service in 
southern Canada while 957 authorized the holders to 
provide air service to, from, or within the designated 
northern area. 


The number of international licences held by both 
Canadian and foreign carriers increased to 1,709 from 
1,475 in 1988. The following table shows the 
distribution of these licences. 


Majors and Affiliates 


a eee 
The major carriers focused on mainline domestic and 
international routes while their regional affiliates 
continued to expand all aspects of their operations. 
PE SE A AS 


Air Canada and Canadian, Canada’s major airlines, 
moved to strengthen their competitive position on both 
international and domestic fronts in 1989. 


Strong projected growth in international air travel 
coupled with the worldwide spread of airline 
deregulation and privatization has led to the formation 
of global airline networks -- a trend known as 
globalization. For large-scale airlines such as Air 
Canada and Canadian, the establishment of alliances 
with other large international air carriers is a necessary 
Strategy to compete with evolving multinational 
mega-carriers for expansion in profitable international 
markets. 


In 1989, Air Canada added to its web of alliances with 
other major airlines, which now includes Cathay 
Pacific, Singapore Airlines, Air New Zealand, Austrian 
Airlines, Trans World Airlines, and Royal Jordanian 
Airlines. It also added six new European destinations 
(Lisbon, Madrid, Nice, Zagreb, Birmingham and 
Athens) to its network, and plans further expansion into 
Pacific Rim markets. 


Canadian established ties with Air France, Lufthansa 
German Airlines, Japan Air Lines, Scandinavian 
Airlines, and Midway Airlines; several new points were 
added to its network including London, Manchester, 
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TABLE 3.1 On the heels of the announcement of this 
° * amalgamation, Canadian’s regional affiliate in Quebec, 
Air Transport Licences Inter-Canadien, announced plans to terminate its 
1988 1989 commercial agreement with Canadian and commence 
independent operations as Intair Airlines, serving 
Domestic Licences 39 destinations in Quebec and four neighbouring 
provinces. 
Southern Canada 782 846 
Northern Canada 849 957 Meanwhile, Canadian’s Atlantic region partner, 
Scheduled 102 129 Air Atlantic, more than doubled its fleet, added new 
Non-Scheduled far gee transborder connections to points in New England, and 
Prarnationalticences ordered three jet aircraft. 
Held by Canadian Carriers 532 649 Ontario Express also added points to its network in 
1989 and placed orders for new turboprop aircraft 
Scheduled 87 116 which will double its 19-plane fleet. The company 
Non-Scheduled 445 533 purchased Frontier Air, a move which represents an 
extension of the major/affiliate concept to include small 
Held by Foreign Carriers 943 1,060  Jocal-service airlines. Frontier Air serves as a feeder 
service which links 20 points in northern Ontario with 
Se aa ie Mee the Ontario Express and Canadian networks. 
Total 3,106 3,512 Calm Air, of all the Canadian partners, experienced the 


Paris, San Juan (all ex-Wardair routes), Copenhagen, 
and Nagoya, Japan. 


Further arrangements were made by Air Canada and 
Canadian to link the jointly-owned Gemini computer 
reservation system with the world-wide Apollo system, 
under development for a consortium of large U.S. and 
European airlines. 


In the domestic environment, maturing Canadian 
markets offer less potential for growth. Hence, 
emphasis was placed on improving efficiencies within 
the carriers’ established operations. The evolution of 
the two large carrier families headed by Air Canada 
and Canadian continued through 1989, producing 
expanded roles for several of the regional affiliates; 
however, this ongoing trend was overshadowed by two 
events which affected the Canadian air transport 
industry, but more particularly, the Canadian family. 


In January 1989, PWA Corp. (Canadian’s parent 
company) announced its agreement to purchase the 
failing Wardair, thereby ending Wardair’s aggressive 
bid to establish itself as Canada’s third major 
scheduled airline. Initially, PWA Corp. stated its 
intention to continue the operation of Wardair as a 
separate company but, after several months of severe 
losses, the decision was made to amalgamate the 
company with Canadian and dispose of its remaining 
fleet. 


least change in 1989 with no additions to its fleet and 
only minor reductions in its network. 


Time Air increased its fleet and expanded its large 
western network with the addition of Seattle, 
Washington, which it took over from Canadian. The 
airline achieved dramatic growth with passenger traffic 
reaching 1.25 million in 1989. 


Inthe North, Canadian established a separate 
operating division called "Canadian North". This 
division handles passenger and freight services across 
Canadian’s extensive northern network with a 
dedicated all-jet fleet. 


The Canadian family achieved considerable expansion 
among its regional affiliates but the parent airline 
suffered organizational disruption and financial 
setbacks from its absorption of Wardair. Canadian lost 
market share to Air Canada and has adopted a 
program of cost-cutting and down-sizing fleet capacity 
to line up more closely with projected demand. 


In Air Canada’s family, the privatization of the parent 
company was completed in July 1989 when the federal 
government released its remaining 55 per cent equity 
holding. With government involvement removed from 
Air Canada’s business operations, the terms of 
competition in the industry were evened. During 1989, 
Air Canada continued to refine its network operations, 
concentrating on high-density mainline routes while 
transferring services to lower-cost regional affiliates. 
As in the Canadian family, roles of the regional 
affiliates expanded. 
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FIGURE 3.1 


LIAISON AIR CANADA CONNECTOR 


Carrier 


Air Canada 


Air Nova 
(49% owned by Air Canada) 


Air Alliance 
(75% owned by Air Canada) 


Air Ontario 
(75% owned by Air Canada) 


Air Toronto 
(code sharing agreement with 
Air Canada) 


AirBC 
(85% owned by Air Canada) 


NWT Air 
(90% owned) 


‘In April 1990, Air Canada announced an agreement in principle to purchase Air Toronto from Soundair Corp. 
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Network 


66 points in all 10 provinces, the U.S., the Caribbean, Europe, 
Southeast Asia, and Venezuela. 


14 points in Newfoundland, Nova Scotia, Prince Edward Island, and 
New Brunswick; Boston, Montreal, Ottawa, and Quebec City. 


11 points in Quebec; Ottawa and Boston. 

14 points in Ontario; Montreal, Winnipeg, Cleveland, Detroit, and 
Hartford. 

Service between Toronto and 10 northeastern U.S. cities. 


26 points in B.C. and Alberta; and Seattle. 


8 points in the Northwest Territories; Calgary, Edmonton and 
Winnipeg. 


Fleet 
115 jets 
4 jets 
9 non-jets 


9 non-jets 


17 non-jets 


10 non-jets 


5 jets 
26 non-jets 


2 jets 
6 non-jets 
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FIGURE 3.2 
CANADIAN PARTNERS 


Carrier 


Canadian Airlines International 
(100% owned by PWA Corp.) 


Canadian North 
(a division of Canadian Airlines 
International) 


Air Atlantic 
(45% owned by PWA Corp.) 


Ontario Express 
(49% owned by PWA Corp.) 


Frontier Air 
(100% owned by Ontario 
Express) 


Calm Air 
(45% owned by PWA Corp.) 


Time Air 
(46% owned by PWA Corp.) 
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NM 


Air Atlantic 


Ontario Express 


Network 


54 points in all 10 provinces and both territories, the U.S., Europe, 
Central and South America, the South Pacific, and Asia. 


24 points in the Northwest Territories, Quebec, Manitoba, and 
Alberta. 


15 points in Newfoundland, Nova Scotia, New Brunswick and Prince 
Edward Island; Bangor, Boston, Portland, Montreal, and Quebec 
City. 


13 points in Ontario; Brandon, Montreal, Winnipeg, and Pittsburgh. 


20 points in Ontario; and Winnipeg. 


24 points in Manitoba and the Northwest Territories. 


35 points in B.C., Alberta, Saskatchewan, and Yukon; Minneapolis, 
Seattle, and Winnipeg. 


Fleet 


85 jets 


8 jets 


15 non-jets 


19 non-jets 


11 non-jets 


15 non-jets 


3 jets 
28 non-jets 
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WARDAIR CANADA INC. 


Wardair’s determined bid to establish itself as Canada’s third major airline ended on January 19, 1989 
with the announcement that the company would be sold to PWA Corp. for some $250 million in cash 
and shares. _ _ 


Wardair had initially gained prominence as an international charter carrier, operating services to 
destinations in Europe, the U.S. and the Caribbean. The company built a reputation for high-quality 
service at lower prices and by 1985, had parlayed its international success into a solid domination of 
the domestic Canadian charter market. In the liberalized regulatory environment of the mid-eighties, 
Wardair was granted domestic scheduled airline status and in 1986, began operating services on 
high-density routes between Montreal, Toronto, Calgary, Edmonton and Vancouver. (Winnipeg was 
added in 1987; Ottawa in 1988.) 


The company re-equipped its fleet with new Airbus wide-body aircraft and employed an aggressive 
price-cutting strategy to attain a target 20 per cent share of passenger traffic, but both Air Canada and 
Canadian matched the lower fares, forcing Wardair to cut prices even further. Despite intense 
competition, the challenger’s market share reached 18 per cent; however, Wardair suffered an 
operating loss of $57.7 million in 1988 and simply could not sustain the costly battle. 


PWA Corp.’s acquisition of Wardair was reviewed by the National Transportation Agency and the 
Department of Consumer and Corporate Affairs. While both were concerned with the anticipated 
lessening of competition, approvals were ultimately given to avoid the alternative of certain bankruptcy 
for Wardair. _ 


Although PWA Corp. had expressed its Intention to run Wardair as a separate company, a certain 
amount of rationalization was required with the operations of Canadian. After officially taking over in 
April 1989, the new management set about coordinating the airlines’ schedules and eliminating 
duplicate flights. Wardair’s business and economy fares were increased by 15 to 20 per cent to match 
Canadian’s. Subsequently, some of Canadian’s transcontinental flights (representing additional 
capacity built up during the previous year’s battle for market share) were discontinued and aircraft 
were pulled out of service. Wardair service was withdrawn completely from the Toronto-Ottawa- 
Montreal routes. But the losses continued, and further cost-cutting measures were implemented; 
Wardair’s reservation system was transferred to Canadian’s Pegasus and the two airlines were brought 
under a single management group. Departments were consolidated and management ranks were 
thinned. There were reported layoffs amounting to some 1,900 employees. 


Canadian’s market share had dropped every month since May, and the company reported an operating _ 
loss of over $35 million for the first half of the year. The continuing loss of market share to Air Canada 
finally triggered an announcement in October that Canadian and Wardair would be amalgamated. PWA 
later decided that Wardair’s fleet would be sold to eliminate substantial overcapacity and to reduce 
PWA's heavy debt load in anticipation of a general slow-down in passenger traffic. 


An examination of the effects of the PWA/Wardair merger on those routes previously served by 
Wardair shows that total weekly seat capacity decreased by about 12 per cent from 1988 levels, with 
the largest drops occurring in the Toronto-Montreal and Toronto-Winnipeg markets. In terms of direct 
flight frequencies on Wardair’s former network, the same large decreases showed up in the 
Toronto-Montreal and Toronto-Winnipeg markets, while frequencies on almost all of the other routes 
actually increased. The additional frequencies are attributable to other carriers (Air Canada and 
several charter carriers) moving into the gaps left by Wardair’s withdrawal and Canadian’s reduction of 
capacity. The decrease in the Toronto-Montreal market may be short-lived as Air Ontario and Intair will 
soon join City Express and Ontario Express in operating more turboprop connections out of the 
Toronto Island and Buttonville airports. 


Although there were some cutbacks following Wardair’s demise, levels of service and Capacity both 
remain substantially higher than in 1987 (Wardair’s first full year as a scheduled carrier), and close to 
double 1983 levels. While Wardair’s lower fares are gone now, they have been replaced in part by new 
fare options offered by the increasingly active domestic charter operators such as Canada 3000 and 
Worldways. 


or 


Air Nova incorporated Bathhurst into its 18-point 
network and added new aircraft to its mixed fleet. 


Air Canada’s Quebec-based connector, Air Alliance, 
tripled its fleet, added five new points (including 
Boston) to its network, and increased frequencies on 
major Quebec routes. 


Air Ontario consolidated its system in 1989, selling off 
its northern Ontario operations --including an 
assortment of aircraft -- to Air Creebec. 


AirBC added new turboprop and jet aircraft to its 
already large fleet, and offered new services at several 
Alberta points. AirBC also supplies charter jet capacity 
to tour operators serving western U.S. vacation spots. 


Air Canada’s northern affiliate, NWT Air, increased its 
fleet and network, providing another example of the 
extension of the major/affiliate concept to include 
smaller local-service airlines; the NWT Air connector 
family now includes Buffalo Airways, Nunasi Northland, 
Delta Express, Simpson Air, and Western Arctic Air. 
NWT Air also provides charter services. 


Air Toronto continued to provide transborder 
connections out of Toronto utilizing an expanded fleet. 


Independents 


Intair replaced Wardair as the largest independent 
airline while charter carriers expanded their domestic 
operations. 


The major change in the ranks of independent airlines 
was the replacement of the largest non-aligned carrier, 
Wardair, by the newly-christened Intair Airlines. Intair 
forecast traffic levels of about one million passengers 
in 1989. 


First Air continued to be a large regional niche carrier, 
serving an extensive northern network in competition 
with Canadian North and NWT Air. In addition to its 
scheduled northern operations, the airline continued 
service to Mirabel and Boston out of Ottawa, and flew 
passenger charters to Florida, Caribbean, and Mexican 
vacation spots. It also operated chartered cargo flights 
for a U.S. carrier, Emery Air Freight, and a scheduled 
passenger service to the U.S. on behalf of a foreign 
airline (El Al). 


In 1989, City Express consolidated its network by 
withdrawing from London, Detroit, Quebec City, 
Sept-lles and Wabush to concentrate on the 
high-density, Toronto-Ottawa-Montreal and Newark 
markets. 
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INTAIR 


The airline industry’s newest and largest 
independent was formerly known as 
Inter-Canadien and operated as Canadian’s 
regional feeder in Quebec. Its extensive 
network, which evolved through the 
combination of the former Nordair-Metro and 
Quebecair systems, serves all regions of — 
Quebec, as well as points in Ontario, 
Newfoundland, New Brunswick, and Prince 
Edward Island. During the fourth quarter of 
1989, Intair operated about 1,100 flights per | 
week covering a total of 39 destinations. It 


has a modern mixed jet and turboprop fleet. 


As an affiliate, Inter-Canadien’s operations 
were defined in its agreement with Canadian. 


As an independent, Intair plans to become a 


major carrier covering all of eastern Canada. 
Initially, Intair has targeted the high-density 
Toronto-Ottawa-Montreal corridor for 
expansion and in November, after a 
well-publicized skirmish with Canadian over 


landing-slots at Pearson International, 


commenced offering seven daily jet flights 
between Toronto, Montreal and Quebec City. | 
Despite low-priced introductory fares, Intair’s _ 
management deny any intention of 
continuing with a price-cutting strategy. 


By year-end, Intair was operating more daily 


jet flights between Montreal and Toronto than © 


_Wardair had, competing head-to-head with | 
Air Canada and Canadian for a 15 per cent 


slice of this lucrative corridor traffic. 


Additionally, Intair was operating its own 


terminal at Montreal’s St. Hubert airport, 
developing it as a secondary hub to serve the 


_ South shore of the St. Lawrence River and to 


offer turboprop service to Toronto Island 
airport. 


Intair uses American Airlines’ SABRE 
computer reservation system, and offers a 
frequent flyer program in cooperation with 
both American Airlines and KLM. Its 
operating revenues for 1989 were forecast at 
$140 million on boardings of about one 
million passengers. 
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CHARTER CARRIER BANKRUPTCIES _ 


Two jet charter carriers, HOLIDAIR and MINERVE CANADA, filed for bankruptcy in late 1989; three 


more, VACATIONAIR, POINTS OF CALL, and CROWNAIR ceased operations in cu 1 
entered the international charter market within the last two years. 


0. Allfive had 


Passengers have been left stranded at their destinations as a result of carrier failures. Some of these. 


were protected by provincial legislation (e.g. residents of British Columbia, Ontario and QUeBeE some 
were compensated by travel insurance; but others, unfortunately, incurred considerable extra 
expenses to return home. - 


These disruptions have had limited effect on the overall supply of low-priced travel options. Other 
carriers in the charter industry such as NATIONAIR, WORLDWAYS, ODYSSEY INTERNATIONAL, 
CANADA 3000, and AIR TRANSAT are increasing their fleets and adding new destinations, while 
scheduled carriers continue to supplement their operations with substantial charter programs. 


It supplemented these operations with charter flights in 
northern Quebec and on transborder routes. 

City Express has taken steps towards the negotiation 
of a feeder agreement with Continental Airlines, a U.S. 
Carrier. 


Other large niche carriers expanded their operations 
during the year; for example, Air Creebec purchased 
Air Ontario’s northern operations based at Timmins, 
thereby creating an extensive 20-point network 
covering north-western Quebec and northern Ontario. 
The airline deployed its new Dash-8 turboprop on 
routes such as Montreal-Val D’Or, in direct competition 
with jet and turboprop services operated by Air 
Canada, Canadian, Air Alliance, and Intair. 


Among small independent carriers, several were tied 
into feeder networks as regional affiliates as both the 
Air Canada and Canadian family extended the affiliate 
concept to a third tier. Ontario Express purchased 

100 per cent of Frontier Air, and NWT Air negotiated 
commercial agreements with five local-service carriers. 


Northland Air Manitoba added a new Dash 8 to its 
mixed fleet of 14 piston/turboprop aircraft, and 
continued to compete with Canadian and Calm Air in 
Manitoba. 


Another significant development in 1989 was the 
movement of large charter carriers into popular 
long-haul domestic routes -- notably, those served 
previously by Wardair. Charter flights replaced some 
of the former Wardair capacity, but more importantly, 


provided a continuing source of low-priced fare options. 


Canada 3000 operated 26 flights between Toronto and 
Vancouver during the August-to-October period, using 
new B-757 aircraft and offering return fares of $299. 
Vacationair provided B-737 service between 


Toronto-St. John’s (34 flights), Toronto-Edmonton 

(34 flights), Toronto-Calgary (60 flights), and 
Toronto-Vancouver (14 flights) and also offered low 
return fares. Worldways put on 152 flights between 
Toronto and Vancouver, Calgary, Edmonton, 
Charlottetown, Halifax and St. John’s using a variety of 
jet aircraft and offered return fares in the $199 - $329 
range. 


There was considerable expansion activity in the 
charter industry; several carriers added large jets to 
their fleets, including Air Transat (1 L1011), Worldways 
(3 B-727’s, 2L1011’s), Nationair (1 B-747), Canada 
3000 (2 B-757’s), and Odyssey International 

(2 737-300’s). On the other hand, there were some 
failures among the smaller charter carriers. 


Capacity Shares 


Both Air Canada and Canadian shifted capacity from 
domestic to transborder and international markets 
while their affiliates and independent carriers increased 
capacity. 


Structural developments in the airline industry are 
reflected in the capacity figures outlined in Table 3.2. 


Air Canada’s share of total capacity remained stable at 
about 31 per cent, although a shift towards transborder 
and international markets is evident. Air Canada’s 
regional affiliates, representing 15 per cent of total 
capacity, showed strong growth as they continued to 
take over routes from the parent airline. 


Canadian also shifted capacity into transborder and 
international markets, but after the rationalization and 
cutbacks stemming from the Wardair acquisition, 
Canadian’s share of overall industry capacity dropped 
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to less than 26 per cent. Wardair’s operations were 
slashed by more than 85 per cent with the largest cuts 
occurring on domestic routes. Canadian’s regional 
affiliates showed the same strong growth as 

Air Canada’s; however, the loss of Inter-Canadien 
resulted in a 6.2 per cent decrease in their scheduled 
departing seats from 1988 and dropped their share of 
total capacity to slightly below 14 per cent. 


The transfer of Intair (formerly Inter-Canadien) to the 
independent category, combined with a general 
expansion of independent airlines’ services in northern 
markets, raised the independents’ share of total 
domestic capacity to about 13 per cent. 
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CONCENTRATION VERSUS 
COMPETITION 


Canada's airline industry was more competitive in 
1989 than it was before the relaxing of regulatory 
controls in 1984. 


The formation of the two large carrier families headed 
by Air Canada and Canadian Airlines International has 
been associated with increased consolidation in 
Canada’s air transportation industry. The question of 
consolidation arose again with PWA Corp.’s acquisition 
of Wardair and its subsequent amalgamation with 
Canadian. Canada’s airline industry has always been 
concentrated, but when examined closely, be it in 
terms of passengers carried, passenger-kilometres, 
arriving/departing flights, seats offered, etc., it is less 


TABLE 3.2 
Total Scheduled Departing Seats per Week: Fourth Quarter 
DOMESTIC TRANSBORDER INTERNATIONAL TOTAL 
CARRIER 1989 % Chg. 1989 % Chg. 1989 % Chg. 1989 % Chg. 
Air Canada 278,233 (4.7) 42,864 172 15,829 13:1 336,926 (1.6) 
Affiliates 155,463 21.8 8,389 23.4 0 N.A. 163,852 21.9 
Sub-Total 433,696 3.4 51,253 18.1 15,829 13.1 500,778 5.0 
Canadian 252,985 (19.0) 10,316 57.0 10,450 14.1 273,751 (16.5) 
Wardair 4,312 (91.9) 392 (16.8) 4,116 (43.3) 8,820 (85.6) 
Affiliates 140,812 (7.0) 4,325 28.5 220 25.0 145,357 (6.2) 
Sub-Total 398,109 (23.0) 15,033 51.3 14,786 14.3 427,928 (11.4) 
Independents' 138,594 84.8 2,661 715 562 (64.2) 141,817 79.4 
Total 970,399 (4.1) 68,947 22.5 31,177 (3.0) 1,070,523 (2.7) 
Notes: () indicates negative figures. 
1 Includes Intair’s capacity which, as Inter-Canadien in 1988, was reported as a Canadian affiliate. 
Sources: Air Statistics and Forecasts, Policy and Coordination, Transport Canada; 


Official Airline Guides 
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dominated by one airline now than it was before the 
relaxing of regulatory controls in 1984. 


At that time, Air Canada carried well over one-half of 
all passenger traffic and accounted for almost 
two-thirds of all passenger revenues. The next largest 
market shares were held by Canadian Pacific Airlines, 
with 18 per cent of passenger traffic, and Pacific 
Western Airlines, with about 16 per cent. The industry 
operated as a three-level airline system with smaller 
airlines functioning as collectors and distributors for 
larger regional and national mainline carriers. There 
were very few routes in the network served by more 
than one carrier and the level of competition was 
carefully controlled by the regulatory authority. 


By 1989, Air Canada’s former dominance had been 
largely eroded with its share of total passenger traffic 
slipping closer to 40 per cent. Canadian (including 
Wardair) had risen to about 33 per cent while Air 
Canada’s and Canadian’s regional affiliates split 
another 20 per cent between them. Figures are not 
available for all independents, but Intair alone would 
represent more than a three per cent share. 


But concentration only becomes an issue when it 
translates into domination at the route level. Among 
the top 146 domestic city-pairs, which account for 
almost 90 per cent of passenger traffic in Canada, the 
proportion served by two or more competing carriers 
rose from 44 per cent to 77 per cent between 1983 and 
1989. (See Figure 3.3.) 


Among the top 42 communities in the network, where 
about 95 per cent of domestic passengers originate or 
terminate their travel, all had at least two scheduled 
carriers in 1989 while one-half of them were served by 
five or more airlines. (See Figure 3.4.) 


By implementing hub-and-spoke systems, the airlines 
have been able to tie a greater number of communities 
into their networks, and the number of domestic 
city-pairs with direct (non-stop) or indirect 
(same-plane) service increased from 1,088 in 1983 to 
1,729 in 1989, an increase of almost 60 per cent. (See 
Figure 3.5.) 


The organization of carriers into families with regional 
affiliates has greatly expanded the availability of 
coordinated service across the networks and has 
provided much wider access to discount fares. The 
use of discount fares is a key component of the 
airlines’ competitive strategy and, in 1989, the average 
number of discount types available per route continued 
to rise. Virtually all scheduled carriers now offer 
discount fares, and the proportion of passengers 
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FIGURE 3.3: TOP 146 
DOMESTIC CITY PAIRS 


100% 


80% 


60% 


40% 


20% 


0% 


1983 


1987 1989 
City Pairs Served by 


EM 4; Carriers 3 Carriers 
2 Carriers LS] 


1 or no Carrier 


Sources: Official Airline Guides; 
Airline Tariff Publishing Company; and 
Aviation Statistics Centre 


FIGURE 3.4: SERVICE AT TOP 
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FIGURE 3.5: DOMESTIC CITY PAIRS 
WITH AIR SERVICE 
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travelling on discounts, as indicated in the Tariffs 
section, remains over 60 per cent. 


Another way in which carriers compete for traffic -- 
especially business traffic -- is with increased flight 
frequencies. On the top 25 domestic city-pairs, the 
number of direct and indirect flights doubled between 
1983 and 1989; the trend of large increases was the 
same in all regions of the country. 


The airlines have embarked on massive fleet 
re-equipment programs so that they can deploy 
modern, cost-efficient aircraft. A number of regional 
affiliates and independents have acquired or ordered 
jets to enhance operational capabilities and attract 
business; other regionals compete with state-of-the-art 
turboprop fleets. There are numerous other 
competitive options now offered to travellers, such as a 
variety of frequent flyer programs, different levels of 
in-flight service, less congested terminal facilities, or 
even service to alternative airports in major urban 
centres (Pearson International, Toronto Island, 
Buttonville, and Hamilton in the Toronto area; 
Edmonton International and Edmonton Municipal; 
Dorval and St. Hubert at Montreal; and Ottawa 
International and Gatineau in the national capital 
region). 


Travellers are interested in competition because it 
provides them with choices -- not only in terms of 
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prices, but also arrival/departure times, in-flight 
services, aircraft types, frequent flyer plans, etc. 
Agency surveys clearly demonstrate a wide range of 
consumer preferences, from the service-oriented 
business traveller to the price-sensitive vacationer. 
Airlines have responded to this multi-faceted demand 
by extending competitive air services to many more 
communities as well as offering wider choices in 
established markets. 


The Air Canada and Canadian families were both 
present in 41 of the 42 top origin/destination points in 
1989, and this widespread competition was 
supplemented in many areas by independent 
operators, such as Intair in eastern regions, First Air in 
the North, various jet charter carriers on 

popular mainline routes, and "niche" carriers across 
the system. This increased level of competition in the 
domestic airline industry has produced a much broader 
selection of services and prices for Canadian 
transportation users. 


Barriers to Entry 


With the continuing evolution of the airline industry, 
certain issues have emerged concerning obstacles 
confronting new competitors. Things such as high 
initial capital investment, large established networks, 
affiliate airline agreements, computer reservation 
systems, frequent flyer plans, and airport facilities 
agreements have all been characterized as potential 
barriers to entry into the industry. 


A specific example of such barriers is the limited 
availability of runway capacity and terminal facilities at 
congested hub airports such as Pearson International 
and Vancouver International. These situations are 
only indirectly related to the relaxing of regulatory 
controls, and major programs are already under way to 
expand terminals, add runways, and improve air traffic 
control systems. Meanwhile, "landing-slots" and 
access to terminal facilities are allocated among 
carriers by committees of airport management, airline, 
and federal government representatives, who must 
take numerous factors into account, such as 
international flight commitments, gate assignments, 
customs and immigration requirements, and security 
arrangements. 


With regard to computer reservation systems, the 
federal government recognizes the potential marketing 
impacts of these powerful tools and has taken action to 
prevent their anti-competitive use. 
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THE REGULATION OF 
COMPUTER/RESERVATION 
SYSTEMS 


The Computer Reservation Systems 
(CRS) industry consists of business 
enterprises who, through computer 
terminals, distribute information on 
schedules, fares, rules and seat 
availability to subscribers (usually travel 
agents) for participating airlines. The 
growth of the CRS industry has led to 
concerns about competition, both in the 
CRS industry and in the air passenger 
industry. 


In March of 1988, the Director of . 
Investigation and Research at Consumer 
and Corporate Affairs applied to the 
Competition Tribunal for an order to 
prevent the merger of Air Canada’s 
Reservac system with Canadian Airlines 
International’s Pegasus system. In 1989, 
after extensive consultation, the Director 
amended his application allowing the 
merger in favour of a proposed set of _ 
rules providing a framework forthe _ 
conduct of business in the provision of 
CRS services. On July 7, 1989, the 
Competition Tribunal issued its Consent 
Order approving these rules. 


In November of 1989, the Minister of 
Transport directed Transport Canada and 
the Agency to develop policy and _ 
regulations governing the CRS industry 
as it relates to the provision of air carrier 
passenger services. The Agency will be 
responsible for developing the 
regulations required to implement the 
Government’s policy objectives in this 
area. The Minister will delegate his 
authority to administer and enforce these 
regulations to the Agency. 
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INDUSTRY OPERATIONS 


Traffic 


While passenger traffic for the major Canadian carriers 
declined in 1989, regional carriers experienced strong 
traffic growth; cargo volumes handled at Canadian 
airports continued to register substantial increases. 


Passenger 


All three major carriers registered decreases in the 
number of passengers carried on scheduled flights in 
1989. Contributing to this were reduced passenger 
volumes for all three majors in domestic markets and 
for Air Canada and Wardair in international markets. 
This decrease in air travel was clearly evident in the 
Commercial Travellers Association Survey. 


PWA Corp.'s decision to rationalize Wardair’s capacity 
and Canadian’s efforts to increase its international 
traffic were major factors in Canadian’s 40 per cent 
growth in international passenger traffic for 1989. 


Despite carrying fewer passengers than in 1988, Air 
Canada and Wardair both registered increases in their 
passenger-kilometres. This reflects Air Canada’s 
handing off of regional routes to its affiliates while it 
concentrates on long-haul domestic and international 
markets. Similarly, Wardair’s increase in 
passenger-kilometres, despite reduced scheduled 
passenger volumes, also reflects a concentration of its 
capacity in longer-haul domestic and international 
markets. Canadian reported decreases in both its 
passenger-kilometres and passengers. 


As was the case in 1988, the affiliates of Air Canada 
and Canadian continued their strong growth in 1989. 
In fact two affiliates, Air BC and Time Air, each carried 
in excess of one million passengers -- the threshold for 
being classified as a major, or Level 1 carrier, as 
defined by the Aviation Statistics Centre of Statistics 
Canada. 


Using fourth-quarter weekly scheduled seat capacity 
as a gauge, Air Canada’s affiliates achieved an 
increase of 22 per cent over 1988 while Canadian’s 
affiliates increased their capacity by 27 per cent. Air 
Canada’s affiliates increased capacity primarily in the 
Atlantic, Quebec, and Western regions while 
Canadian’s affiliates registered strong increases in the 
Ontario, Western and Pacific regions. 


33 


TABLE 3.3 
Scheduled Passenger Traffic 
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Passengers Passenger-Kilometres 
Per cent Per cent 
1989 Change 1989 Change 
(000’s) From 1988 (000,000’s) From 1988 
Air Canada 11,321 -17.2 23,917 4.8 
Canadian 7,676 -12.9 17,512 -2.8 
Wardair 1,355 5,405 93 


Source: Aviation Statistics Centre 


Three factors have contributed to the growth of these 
regional carriers: the exit of the major carriers from 
regional markets; the increase in traffic created by the 
scheduling of additional frequencies at hubs as jet 
aircraft are replaced by smaller gauge aircraft; and the 
fact that these affiliates were established around 1986 
when business was growing and the demand for air 
travel was beginning to improve. 


FIGURE 3.6: NUMBER OF 
PASSENGERS CARRIED 


Millions of Passengers 
6 
Air Canada 


Canadian 


Wardair 


O 
87 88 89 87 88 89 


Year 


Scheduled 


Note: 1989 figures are preliminary 


Source: Aviation Statistics Centre 


Toronto continues to be the focal point for most of the 
scheduled traffic in Canada as it is included in 11 of 
the top 25 city-pairs. Data for the first half of 1989 
shows that Montreal- Toronto corridor traffic increased 
by 2.3 per cent over the first half of 1988 and that 

it maintained its first place ranking. While 13 other top 
25 routes reported increases in traffic ranging from 
0.5 per cent on Toronto-Vancouver to 26.2 per cent on 
Calgary-Edmonton, the remaining 11 city-pairs 
registered decreases ranging from -0.2 per cent on 
Calgary-Winnipeg to -14.6 per cent on 
Halifax-Montreal. Total domestic passenger traffic for 
the first half of 1989 stood at 6.45 million passengers, 
down 2.5 per cent from 1988. 


Declines in international scheduled passenger traffic 
carried by Air Canada and Wardair offset the gains 
realized by Canadian. As a result, transborder and 
other international traffic carried by major Canadian 
airlines remained unchanged from 1988 at 6.6 million 
passengers. Again, Toronto was included in 12 of the 
top 25 transborder city-pairs with Toronto-New York 
ranked first. 


Charter traffic was up for Air Canada but down for both 
Canadian and Wardair. The net result was an overall 
decline in charter traffic of 22 per cent for these three 
Carriers. 


Cargo 


Air cargo registered steady growth in 1989. 

Preliminary figures for the first three quarters show that 
cargo tonnage handled on major scheduled services at 
Canadian airports totalled 528.5 million kilograms, up 
16 per cent from the corresponding period for 1988. 
Eighty per cent of this growth was experienced in the 
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TABLE 3.4 


Scheduled Domestic Origin and 
Destination Passengers - January to 


June 1988 and 1989 
Per cent 
1989 increase 
Passengers (decrease) 
City-pair (000’s) from 1988 
Montreal-Toronto 703.8 2.3 
Ottawa-Toronto 428.2 Te 
Toronto-Vancouver 382.3 0.5 
Calgary-Toronto 237.9 (5.2) 
Toronto-Winnipeg 201.1 9.0 
Calgary-Vancouver 199.3 (3.9) 
Calgary-Edmonton 179.8 26.2 
Edmonton-Toronto 160.8 (0.9) 
Edmonton-Vancouver 157.9 (5.5) 
Halifax-Toronto 150.0 (2.5) 
Montreal-Vancouver 96.5 9.9 
Thunder Bay-Toronto 92.2 (10.5) 
Vancouver-Victoria 88.0 (7.2) 
Vancouver-Winnipeg 81.9 4.3 
Kelowna-Vancouver 72.4 (3.3) 
Ottawa-Vancouver 70.9 8.5 
Prince George-Vancouver 65.8 7.0 
Calgary-Winnipeg 63.1 (0.2) 
Halifax-Montreal 61.9 (14.6) 
St. John’s-Toronto 59.7 7.0 
Quebec-Toronto 58.4 6.1 
Calgary-Montreal 53.6 3.7 
Halifax-Ottawa 53.3 (5.6) 
Sudbury-Toronto 51.4 3.2 
Ottawa-Winnipeg 50.1 8.6 
Total 3,820.2 1.8 


Source: Aviation Statistics Centre 
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FIGURE 3.7: CARGO HANDLED ON SCHEDULED 
SERVICES AT CANADIAN AIRPORTS 
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domestic sector which accounted for 61 per cent of all 
cargo handled in 1989. With one exception 

(9.4 per cent, third quarter 1988), the third quarter of 
1989 marked the seventh consecutive quarter in which 
the growth in cargo handled at Canadian airports 
exceeded 12 per cent when compared to the 
corresponding quarter of the previous year. 


Three airports (Pearson International, Vancouver 
International and Mirabel International) handled 58 per 
cent of the cargo handled on major scheduled services 
at all airports. Extraordinary growth in the volume of 
Cargo handled during the first three quarters of 1989 at 
Moncton (262 per cent) and Winnipeg (103 per cent) 
reflects Air Canada’s establishment of regional air 
cargo hubs at these airports. 


Air Canada continued to dominate this important 
segment of the air transportation industry. After losing 
ground to Canadian in 1988, Air Canada’s tonnage 
increased by 10.4 per cent while Canadian and 
Wardair's combined tonnage increased by only 

2.3 per cent. 


Air cargo services are crucial to most northern 
communities. In fact, 11 of the top 30 Canadian 
airports, ranked by volume of cargo handled, are in the 
North: Yellowknife, Iqaluit, Kuujjuaq, Goose Bay, 
Resolute Bay, Norman Wells, Inuvik, Whitehorse, 
Nanisivik, Cambridge Bay, and Kuujjuarapik. 
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TABLE 3.5 Montreal-Toronto (ex Wardair routes), and in 
Scheduled Cargo Traffic Calgary-Montreal, Calgary-Winnipeg, and 
Kelowna-Vancouver. However, total scheduled 
indirect and non-jet flights are up from 1988. The 
ads Per cent proportion of non-jet flights in the top 25 markets stood 
( AT rdecresaen at 23 per cent, an increase of two per cent over 1988. 
kilograms) from 1988 Similarly, the proportion of indirect flights increased by 
one per cent to 17 per cent. 
Air Canada 212748 QE While there was an overall decrease in jet service for 
Canadian 141,978 5.9 the top 25 city pairs, 10 markets had increases in jet 
Wardair 18,596 (17.7) service. For example, the number of weekly 
scheduled jet departures between Calgary and 
Total 433,322 7.3 


Source: Aviation Statistics Centre 


Service 


Although some service indicators were down for 1989, 


reflecting the state of the economy and the 
rationalization of Wardair's capacity, service levels 
remained higher than in 1983 and 1987. 


One hundred and twenty-five select city pairs! in both 
southern and northern Canada were analysed to 
determine changes in the level of service that was 
being provided by air carriers over the 1983-1989 
period. Total weekly scheduled departing direct flights, 
indirect flights, jet flights, non-jet flights, and available 
seats scheduled during the third quarter of each year 
were used as service indicators. 


Top Twenty-Five Markets 


Service levels in Canada’s top 25 city-pairs decreased 
slightly during the year as evidenced by a five per cent 
decline in direct flights and a six per cent decrease in 
seat capacity offered. (See Table 3.6.) However, 
when service levels are compared to 1987 and 1983 
levels, total direct flights are 11 per cent higher than in 
1987 and 94 per cent higher than in 1983 while total 
available seats are up by 16 per cent from 1987 and 
46 per cent from 1983. 


Large increases in both direct flights and available 
seats between 1988 and 1989 occurred in the 
Quebec-Toronto, Calgary-Edmonton, and 
Edmonton-Vancouver markets while large decreases 
occurred in markets such as Toronto-Winnipeg, 


Edmonton increased by 65 per cent from the third 
quarter of 1988. This increase is due to the 
introduction of AirBC’s Super Shuttle service on this 
route in competition with Canadian and Time Air. 


Despite the overall decrease in the total number of 
scheduled seats, nine city-pairs experienced increases. 


The Commercial Travellers’ Association survey 
indicated a decrease in the quality of service offered by 
Canada’s airlines in such areas as on-time 
performance and in-flight services and an increase in 
airport congestion. The Alliance of Canadian Travel 
Associations survey observed an increase in charter 
activity and an increase in congestion at Pearson 
International Airport. 


Atlantic Provinces 


The air transportation system to, from, and within the 
Atlantic Provinces continued to evolve throughout 
1989. New air carriers entered the system and 
affiliates of the two major airlines expanded their 
respective route patterns and increased frequencies to 
several points. 


A sample of 24 city-pairs in Atlantic Canada indicated 
that flights by both jet and non-jet aircraft were up over 
30 per cent from 1988 while direct flights were up 

25 per cent, indirect flights by 61 per cent, and total 
seats by 22 per cent. Examples of dramatic increases 
include Quebec-Halifax where available seats 
increased from 518 to 1,924 seats per week, an 
increase of 271 percent. Total non-jet flights (direct 
and indirect) on this route also increased by 

271 per cent when they went from 14 to 52 flights per 
week. For Fredericton-Montreal, total non-jet flights 
(direct and indirect) increased from 28 flights per week 


1 Service and tariff analysis was based on a comprehensive sample of 125 national, regional and local city-pairs. The sample 
includes the 25 highest-traffic pairs, all pairs formerly served by Wardair, 32 city-pairs turned over by Air Canada and Canadian 
to their regional affiliates, 32 pairs with one or both points in northern Canada, and various others. Traffic, schedule and tariff 
information associated with this sample were provided by the Airline Tariff Publishing Company, Official Airline Guides, and 


Statistics Canada’s Aviation Statistics Centre. 
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TABLE 3.6 
Changes in Weekly Air Services Offered: Third Quarter 1988 and 1989 
DIRECT FLIGHTS SEAT CAPACITY 
Per cent Per cent 
increase increase 
(decrease) (decrease) 
Number from 1988 Number from 1988 
Montreal-Toronto* TAS (8) 86,581 (22) 
Ottawa-Toronto* 541 4 57,295 (3) 
Toronto-Vancouver* 335 14 75,819 3 
Calgary-Toronto* 242 9 48,886 (7) 
Toronto-Winnipeg* 185 (29) 24,516 (39) 
Calgary-Vancouver 294 (8) 53,184 (10) 
Calgary-Edmonton 480 24 44,936 50 
Edmonton-Toronto* 203 6 39,115 11 
Edmonton-Vancouver 210 11 27,220 us 
Halifax-Toronto 188 4 27,484 (6) 
Montreal-Vancouver 42 50 18,925 (1) 
Thunder Bay-Toronto 100 11 10,885 (1) 
Vancouver-Victoria 660 (2) 23,570 13 
Vancouver-Winnipeg 40 (26) 18,760 (4) 
Kelowna-Vancouver 143 (24) 12,002 Gis} 
Ottawa-Vancouver 42 5 11,371 (19) 
Prince George-Vancouver 100 9 9,470 (1) 
Calgary-Winnipeg S2 (37) 17615 (12) 
Halifax-Montreal 113 (8) 18,386 18 
St. John’s-Toronto 42 0 10,392 (16) 
Quebec-Toronto 58 61 7,311 19 
Calgary-Montreal 30 (29) 11,097 (41) 
Halifax-Ottawa 49 (11) 11,972 48 
Sudbury-Toronto 146 (15) 6,314 (11) 
Ottawa-Winnipeg 59 4 12,520 ees 
Total 5,129 (5) 685,626 (6) 


* Previously served by Wardair. 


Source: Official Airline Guides 
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to 99 flights per week with the introduction of turboprop 
service by Air Atlantic and Air Nova. This represented 
an increase of 253 per cent, while available seats 
increased by 75 per cent. This increase in turboprop 
service was in addition to the 28 weekly jet flights 
provided by Air Canada and Air Nova, which remained 
unchanged from 1988. 


During the year, both mainline carriers withdrew their 
services from a number of communities within Atlantic 
Canada. For example, Air Canada ceased operations 
at Gander, Stephenville and Sydney while Canadian 
pulled out of Sydney. These decisions generated 
reaction from the affected communities, especially 
from Stephenville. The Senate’s Standing Committee 
on Transport and Communications conducted an 
inquiry into Air Canada’s withdrawal from Stephenville. 
The withdrawal of service by the mainline carriers did 


not leave these communities without air service since 
the affiliated carriers countered the loss by introducing 
additional daily flights at attractive times. As a result, 
opposition to the loss of the major carrier’s jet service 
diminished in these communities, with the exception of 
Stephenville. However, in February 1990, Air Atlantic 
announced its intention to commence jet service to 
Stephenville in April 1990. 


Air Canada’s affiliate, Air Nova, added Bathurst, New 
Brunswick to its network in 1989, thus linking that city 
to larger hubs such as Halifax and Montreal. Air 
Alliance, another Air Canada affiliate, commenced 
service to Wabush/Labrador City, Newfoundland. 


Air Atlantic, Canadian’s affiliate, added Charlo, New 
Brunswick, Bangor, Maine, and Portland, Maine. It 
also announced in November 1989 that it would take 
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over Canadian’s jet services in Atlantic Canada while 
Canadian would continue to operate longer, 
interprovincial routes such as Toronto-Halifax. Air 
Atlantic will also supplement Canadian’s interregional 
service on routes such as Montreal-Halifax and 
Ottawa-Halifax. 


Ontario/Quebec 


A sample of 16 city-pairs in Ontario and Quebec 
showed that direct and non-jet weekly flights increased 
by 16 and 24 per cent respectively over 1988 while 
indirect and jet flights and total seats decreased. This 
indicates a move by the regional affiliate carriers to 
provide more direct service in these markets with their 
non-jet aircraft. Also, the decrease in total available 
seats and the increase in non-stop flights illustrates the 
emphasis on frequency with smaller aircraft. 

Examples of this trend in central Canada are 
Dryden-Winnipeg, Sault Ste. Marie-Toronto, and 
Sept-lles-Montreal. 


Air Alliance added Gaspé, lles-de-la-Madeleine, 
Val-d’Or, and Wabush to its network and started 
serving Quebec-Montreal through Mirabel as well as 
Dorval. Although Air Ontario dropped several of its 
northern Ontario routes to concentrate on higher traffic 
regional routes, they were quickly picked up by local, 
independent carriers. Air Toronto, which continues to 
specialize as Air Canada’s transborder feeder, 
withdrew from Saginaw, but added Green Bay, 
Kalamazoo, Louisville and Madison. Ontario Express 
commenced serving Timmins and Moosonee from 
Toronto and, with the purchase of Frontier Air, added 
20 points to its northern Ontario network. Air Atlantic 
increased service options in the Toronto market when 
it entered into a joint venture with Ontario Express to 
provide Dash 8 service between Ottawa and Montreal 
from Toronto’s Buttonville airport. 


Intair, which previously operated as Canadian’s central 
Canada feeder, expanded its service from Montreal 
(Dorval) to Toronto and Quebec, and started providing 
service from Montreal (St. Hubert) to Toronto, Ottawa 
and Quebec City. It also started serving La Grande, 
Roberval, and Schefferville, Quebec and announced 
plans to serve Toronto Island airport. 


Western Provinces 


A sampling of 28 city-pairs in the west (prairie 
provinces and British Columbia) showed that while 
weekly indirect flights decreased by 22 per cent from 
1988, direct flights increased by 20 per cent, non-jet 
flights increased by 13 per cent, and jet flights 
increased by two per cent. Overall, total weekly 
available seats were down nine per cent from 1988. 
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The trend is to provide more direct flights with smaller 
capacity aircraft. Examples of the city-pairs in western 
Canada where this is occurring are 
Kamloops-Vancouver, Kamloops-Calgary, Port 
Hardy-Vancouver, and Brandon-Winnipeg. 


The decreased level of jet service from 1987 (five per 
cent) and 1983 (18 per cent) reflects the transfer of 
services from the mainline carriers to their affiliated 
regional carriers. 


AirBC continued to expand its service in 1989 including 
the introduction of its Super Shuttle service between 
Calgary and Edmonton and the improvement of its jet 
service to Kelowna and Cranbrook. The introduction of 
the Super Shuttle service gives Air Canada a presence 
in this market, which was previously dominated by 
Canadian. AirBC also introduced new Jetstream 
turboprop service between Edmonton (Municipal) and 
Peace River and started providing service from 
Calgary to Medicine Hat and Lethbridge. These are 
new competitive services on routes that were 
previously served by Time Air only. AirBC also 
operated charter programs to the United States. Time 
Air added Cranbrook and Seattle, Washington. 


Northern Canada 


An examination of 32 northern routes (to, from, or 
within the North) showed increased levels of air service 
in 1989. Northern travellers were offered more choice 
among carriers, more direct flights, more same-plane 
indirect flights, more jet flights, more turboprop/piston 
flights, and more seat capacity. 


Among the sample routes, direct flights per week 
increased by 21 per cent from 1988. The 1989 level is 
more than 200 per cent higher than in 1983. The 
number of indirect flights per week observed in 1989 
was 14 per cent higher than in 1988. The introduction 
of jet competition in northern markets has increased 
the number of jet flights per week by 20 per cent in 
each of the past two years. Turboprop and piston 
flights increased by 25 per cent over 1988 and have 
grown by over 500 per cent since 1983. Weekly seat 
capacity offered on the 32 sample routes rose by 10 
per cent in 1989, reaching a level almost 75 per cent 
above that of 1983. 


A large part of Air Canada’s presence in the North is 
represented by its affiliate, NWT Air. NWT Air has 
developed its own connector system (see Industry 
Structure). These connectors operate smaller aircraft 
and add many small points to NWT Air’s network which 
could not be served profitably by larger jets. The 
delivery of a second B-737 in 1989 allowed NWT Air to 
convert its Keewatin operations to all-jet services. 
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Connections with central and eastern Canada were 
improved with the restoration of Winnipeg-Yellowknife 
service. NWT Air also added Calgary to its network, 
while withdrawing from Pelly Bay, Spence Bay and 
Gjoa Haven. Northern clients are provided with 
discounted "add-on" fares between northern points and 
Winnipeg to connect with NWT Air sunspot charter 
flights to destinations in Florida, California and Mexico. 


Another affiliate, AirBC, added Peace River to its 
northern network, but withdrew from the 
Whitehorse-Vancouver route in September after about 
15 months of service due to lack of traffic. 


Air Ontario cut back its northern operations by 
dropping service to 14 points in northern Ontario. 
However, virtually all of these points were quickly 
picked up by other carriers such as Air Creebec, 
Bearskin Lake Air Service, Frontier Air, and Sabourin 
Lake Airways. 


Air Alliance commenced service to Wabush/Labrador 
City, Newfoundland, in competition with Air Atlantic. 
This provides much-improved links into both Atlantic 
and national air networks. 


In 1989, Canadian Airlines International created 
Canadian North, a separate airline division devoted to 
northern services. Canadian also set up a consumer 
advisory council to provide continuing feedback on all 
aspects of the new division’s performance. Canadian 
North operates an all-jet fleet of eight B-737’s serving 
24 points in the Northwest Territories, Alberta, 
Manitoba and Quebec. During the year, service was 
withdrawn from Churchill Falls, leaving this point to be 
served by Air Atlantic. 


Air Atlantic also added new service to Wabush/ 
Labrador City. In Ontario, Ontario Express 
commenced service to Moosonee, providing another 
link with its own affiliate Frontier Air's northern Ontario 
network. Time Air dropped services to Dawson Creek, 
British Columbia and Wollaston Lake, Saskatchewan 
and added new flights to Buffalo Narrows and Points 
North Landing, Saskatchewan. Calm Air trimmed its 
northern network by discontinuing service to Island 
Lake and Kelsey, Manitoba, while maintaining services 
to 23 other points. 


First Air remained the largest independent jet carrier in 
the North, and added Ottawa-Goose Bay service to an 
already extensive northern network. First Air continues 
to serve Pelly Bay, Spence Bay, and Gjoa Haven 
(which were dropped by NWT Air) with HS-748 
turboprops. 
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Intair, previously affiliated with Canadian, also 
operated a large portion of its network in the North. It 
utilized its new fleet of Fokker 100 jets and ATR-42 
turboprops to serve 15 points in northern Quebec and 
Newfoundland. 


Other independents adding scheduled services in the 
North during 1989 include Aviair, Aklak Air, Northland 
Air Manitoba, Trans Côte, Central Mountain Air, 
Sabourin Lake Airways, Atlantic Airways, Bearskin 
Lake Air Service, and Air Creebec. A total of 25 
northern communities benefitted from new or additional 
scheduled services operated by these independent 
Carriers in 1989. 


The response to the Agency’s 1989 Northern Air 
Survey confirmed the general growth in air services 
across the North and raised a number of concerns -- 
especially among small, remote communities. Many 
respondents noted increases in both passenger fares 
and cargo rates in 1989, although these were 
sometimes tempered by improvements in the 
availability of discount fares. The large majority of 
comments, however, were related to service aspects. 
In particular, there were several references to the 
carriers’ practice of "bumping" cargo and/or luggage 
due to limited capacity in smaller piston or turboprop 
aircraft. This resulted in inconvenience to both 
shippers and travellers. Another concern was an 
apparent increase in the number of cancelled or 
diverted flights. 


Mainline Carrier Services Replaced by Affiliate 
Carriers 


Air Canada and Canadian continue to withdraw from 
smaller domestic markets and concentrate their 
services on long-haul domestic, transborder and 
international routes. 


Since 1984, Air Canada and Canadian (and its 
predecessor airlines) have withdrawn from 39 
domestic and three U.S. points, turning over the 
services to their affiliated carriers?. (See Figure 3.8.) 
Generally, air service to these communities has 
improved as total weekly scheduled departures 
increased from 252 in 1983 to 464 in 1989, an 
increase of 84 per cent. 


Table 3.7 shows that when the major airlines withdraw 
from a market, the community usually receives 
improved air service in the form of increased direct 
flights and available seats from the regional affiliates. 
In some cases, competing air service is provided by 
independent carriers. Also, while the replacement 


2 Six of these points (North Bay, Rouyn, Sudbury, Timmins, Val d'Or and Windsor) were transferred by Air Canada to either Air 


Ontario or Air Alliance on February 4, 1990. 
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FIGURE 3.8 
MAINLINE CARRIER SERVICES REPLACED BY AFFILIATED REGIONALS SINCE 1984 
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TABLE 3.7 
Sample Services Taken Over by Affiliated Carriers 


Non-Stop Flights Number of 
Per Week Seats per Week 
City-Pair 3Q’83 3Q’87 3Q’88 3Q’89 3Q’83 3Q’87 3Q’88 
Penticton-Vancouver 32 44 87 141 4,218 4,984 3,773 
Grand Prairie-Edmonton 34 82 80 112 1,700 3,476 3,519 
Gander-St. John’s 34 69 94 128 3,876 3,418 4,472 
Yarmouth-Halifax 14 26 28 50 1,624 1,484 1,480 
Halifax-Stephenville 6 14 25 32 1,482 1,036 1,480 
Sudbury-Toronto 28 75 172 146 3,248 5,966 7,110 
Sept-lles-Quebec 50 82 89 57 5,229 6,792 5,842 


Source: Official Airline Guides 


3Q’89 


4,921 
4,364 
5,458 
2,294 
1,961 
6,314 
3,447 
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services are usually provided with non-jet aircraft, 
some markets continue to receive jet service. 


Not all markets have shown an improvement in service 
as evidenced by the figures for Sudbury-Toronto, 
Sept-lles-Quebec, and Stephenville-Gander. 

However, these reductions in direct flights and 
available seats are largely a function of demand for air 
service in these markets. For the most part, the level 
of air service provided to these communities is better 
matched with demand than prior to the withdrawal of 
the major airline’s jet service. 


Observations 


Frequent comments contained in the air transport 
Survey returns referred to decreased service levels, 
especially in western Canada, and expressed 
dissatisfaction with conditions at Pearson International 
Airport. 


The Atlantic Provinces Transportation Commission 
reported that excellent service, coupled with increased 
daily departures, between centres in the Atlantic 
Region, increased same plane destinations, additional 
Carriers entering the system, and improved airport 
facilities and infrastructures, have engendered feelings 
of confidence and overall satisfaction. The high level 
of on-time performance, reliability of operations, 
widespread choice of departure times, good in-flight 
service and courtesy shown by the airlines have 
created a very acceptable image throughout the 
Atlantic Provinces and beyond. 


Cargo 


The role played by air cargo services has increased in 
recent years. The Agency’s Shipper Survey results 
indicated that close to one-half of the shippers reported 
using air freight services for an average of Slightly 
more than 10 per cent of their traffic. This reported 
utilization is up from 1988. More shippers reported 
using scheduled all-cargo air service than additional 
belly capabilities. Even fewer reported using charter 
Cargo services. While most shippers indicated that 
they had directly contacted air carriers to make their air 
Cargo arrangements, freight forwarders emerged as 


important intermediaries between carriers and shippers. 


Levels of service in the air cargo industry are linked to 
developments on the passenger side since most 
freight is carried in the belly holds of passenger aircraft 
or in aircraft configured for combination 
passenger/cargo use. Even though Wardair’s fleet 
was merged with Canadian’s fleet and rationalized, 
Cargo Capacity of the two main carriers increased in 
1989 with the additional belly space of the B-767's 
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delivered to them during the year. In addition, the 
regional carriers added large quantities of belly cargo 
Capacity with the delivery of their new jets and 
turboprop aircraft. Air Canada continued to be the only 
passenger carrier to operate a fleet of dedicated cargo 
aircraft. 


Air Canada took steps to improve and enhance its 
Cargo service by selling the Gelco Express overnight 
divisions to Purolator Courier for $31 million. In 
exchange, Air Canada obtained a 22 per cent share 
holding in Purolator and obtained the right to transport 
Purolator's packages across Canada. The overnight 
market is the largest growth segment of the air cargo 
market. Air Canada also established new regional 
cargo hubs at Winnipeg and Moncton in addition to 
existing mainline all-cargo operations. The creation of 
all-cargo centres across the country has permitted the 
airline to operate the cargo system ona 
hub-and-spoke basis similar to that offered on the 
passenger side. 


Canadian also actively marketed its cargo service. It 
promoted the transfer of air cargo between itself and 
its regional affiliates, thereby allowing competitive air 
cargo services to be maintained over major networks 
throughout the country. It signed an agreement with 
Greyhound Canada where the bus line agreed to 
provide delivery support throughout Western Canada 
for sensitive overnight cargo product. Canadian also 
enhanced its cargo delivery capability in the North by 
deploying eight B-737 Combi aircraft through its 
Canadian North division. 


First Air continued to operate Combi and all-cargo 
services throughout its network using HS 748 and 
B-727 aircraft. With Intair operating as an 

independent, belly cargo capacity in eastern Canada 
will increase as the airline takes delivery of new aircraft. 


United Parcel Service (UPS) and Federal Express 
extended their air cargo services throughout Canada. 
By chartering aircraft from smaller Canadian operators 
they now provide a comprehensive coast-to-coast 
Service, in competition with other air cargo operators. 


The operations of Canadian North, First Air, and 

NWT Air represent considerable freight Capacity to 
meet the growing demands of northern shippers, as 
well as offering improved links to the southern 
domestic and international air networks. On the other 
hand, residents in Keewatin, Kitikmeot, and northern 
Manitoba have expressed the view that the increasing 
use of smaller aircraft may be improving service levels 
for passengers, but it is having a negative impact on 
northern shippers. 
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The Shippers’ Survey indicated that air cargo service 
remained stable from 1988 to 1989. Most shippers 
(69 per cent) felt service had not changed, and some 
(21 per cent) reported improved service. Slight 
improvements were noted in the number of carriers 
serving their markets and in transit time. With regard 
to air cargo rates, respondents indicated an average 
increase of 2.7 per cent in unit freight costs. 


The withdrawal of jet service from points in Atlantic 
Canada by the major carriers in 1989 initially had an 
adverse impact on air freight capacity. While the 
substitution of connector carrier turboprop aircraft 
adequately compensated for lost seating capacity, the 
smaller aircraft were not always able to accommodate 
the quantity and size of air freight. However, 
modifications to air freight operations appear to have 
satisfied most air freight needs. 


Tariffs 


Business and economy fares increased at a faster rate 


than the Consumer Price Index, but almost two out of 


every three passengers still travelled on discount fares. 


Most air fares increased in 1989 as the airlines moved 
to recover from the costly price competition of the 
previous year. Some of the pressures that produced 
the "fare wars" of 1988 were removed when Air 
Canada regained the market share it lost during the 
December 1987 strike and PWA Corp. took over the 
failing Wardair. More importantly, the carriers faced 
mounting new pressures to improve their profitability in 
view of the approaching deliveries of billions of dollars 
worth of new aircraft. Air Canada and Canadian took 
action on both sides of the ledger, cutting back on 
costs while raising fares to increase revenues. 


Fare increases do not have the same impact on all 
travellers. As illustrated in the Commercial Travellers 
Association survey, most business-class passengers 
want a higher level of service and are less concerned 
about prices. 


Other "must-go" travellers have little choice but to pay 
standard economy fares. However, almost two-thirds 
of all passengers in Canada fly on discount fares and 
enjoy a wide range of price options. 


An examination of 125 sample airline routes showed 
that the average number of different discount fares® 
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FARE STRUCTURES 


Today’s complex airline fare structures 
can be simplified into three major fare 
types: 


_ Business fares, the highest of the three, 
_ have largely replaced the first-class fare in 


domestic markets, offering passengers 


additional convenience and on-board 
_ amenities. Business fares are generally 
_ available on inter-city and commuter 


routes, and are priced about 12-15 per 


_ cent above the regular economy fare. 


The economy or basic fare is the standard 


~ unrestricted fare offered on each route. 


This fare is commonly used by the 


_ “must-go" traveller who is unable or 


unwilling to meet the requirements 
attached to various discount fares. 


_ Discount fares are priced at various levels 


below the economy fare (reductions range 
up to 70 per cent) and are available on 


_ almost all routes; however, these fares are 


restricted both in number and by other 
“fences” such as requirements for 


_ advance purchase, minimum or maximum 


Stay, non-refundability, or off-peak travel. 
The extent of restriction generally varies 


directly with the size of the discount. In 


1989, almost two out of every three 
passengers continued to fly on discount 
fares. 


The supply of discount fares is 
increasingly controlled by sophisticated 
yield management systems which are 
linked to carriers’ computer reservation 
systems and designed to improve airline 
revenues. Ticket sales are continuously 
monitored and adjustments made to the 
availability and size of discounts in order 
to fill each flight with the optimum number 
of passengers. Yield management 
systems operate year-round whereas 
other sources of discounts such as seat 
sales tend to be seasonal in nature. 


available on each route grew from less than six in 1987 


3 For purposes of this analysis, discount fares are those available to an individual adult traveller during the sample period, 
and generally involve requirements for advance purchase, minimum/maximum stay, or off-peak travel. All other discounts 
designated for inclusive tours, tour conductors, travel agents, groups, children, senior citizens, students and standby etc., have 
been excluded. 
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FIGURE 3.9: PERCENTAGE OF 
PASSSENGERS ON SCHEDULED SERVICES 
TRAVELLING ON DISCOUNTED FARES 
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Source: Statistics Canada Fare Basis Survey (1989 Estimated) 


to 10 in 1988 and topped 11 in 1989. On routes in 
southern Canada, this same average almost doubled 
over the three-year period, rising from seven to more 
than 13. In the latter half of 1989, these discounts 
were supplemented by a substantial new supply of 
low-priced charter fares on popular domestic long-haul 
routes between Toronto and points such as Calgary, 
Edmonton, Vancouver, Halifax, Charlottetown and 

St. John’s. 


Discount fares were available in greater variety than 
ever in 1989, and the proportion of passengers flying 
on discounts ranged over 70 per cent on several 
long-haul routes such as Toronto-Vancouver, 
Ottawa-Edmonton, Toronto-St. John’s, 
Toronto-Calgary, and Toronto-Edmonton. The new 
price leaders on domestic routes in 1989 were the 
Charter carriers, and the availability of new charter fare 
options meant that the discretionary traveller could still 
fly from Toronto to Vancouver and back for $299. 


Business and economy fares rose in several stages. 

In addition to the realignment of Wardair’s lower price 
structure with Canadian’s, there were two general fare 
hikes of about four per cent each. A third general 
increase was withdrawn when Air Canada chose not to 
match its competitor’s initiative. The net result for 
routes in southern Canada was an 8.2 per cent 
average increase in standard economy fares. 
Business fares increased by a larger margin, 
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FIGURE 3.10: SCHEDULED SERVICES 
AVERAGE NUMBER OF DISCOUNT 
FARE TYPES PER ROUTE 
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Sources: Official Airline Guides; 
Airline Tariff Publishing Company 


averaging about 12.7 per cent. Since 1983, business 
and economy air fares have increased at a higher rate 
than the Consumer Price Index in all but one year, and 
this trend continued in 1989. 


FIGURE 3.11: SCHEDULED SERVICES 
AVERAGE BUSINESS/ECONOMY FARES 
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On the eight Wardair routes the realignment of 
Wardair’s lower price structure showed up in much 
higher than average increases to its business and 
economy fares; however, the much larger proportion of 
these fares offered by Air Canada and Canadian rose 
at lower than average rates of 10 per cent for business 
and eight per cent for economy fares. The numbers of 
discount fares ballooned from an average of 14 per 
route in 1987 to almost 25 per route in 1988, and 
settled back to about 16 in 1989. The proportion of 
passengers travelling on discounts on these routes 
also declined in 1989, but a closer examination reveals 
that the figures for the longer routes such as 
Toronto-Winnipeg, Toronto-Calgary, Toronto- 
Edmonton, Toronto-Vancouver, Winnipeg-Edmonton, 
and Ottawa-Edmonton, remained stable at an average 
of 68 per cent. The real drop occurred in the 
Toronto-Ottawa-Montreal corridor. Traffic mix on these 
corridor routes has always shown large components of 
business-oriented travel, with lower proportions of 
discount passengers; but in the intense competition of 
1988, even business travellers were using discounts, 
and the proportions of discount passengers reached 
60 per cent. The reductions to about 46 per cent 
discount traffic in 1989 reflects a return to the previous 
situation where the "must-go" or business travellers 
were "fenced out" from using discount fares. 


On the 25 most heavily-travelled routes (which include 
several routes formerly served by Wardair), prices 
followed the same general pattern -- higher than 
average increases to all Wardair fares while the larger 
majority of non-Wardair business and economy fares 
rose at less than overall average rates. Again, the 
number of discounts offered was reduced from record 
1988 levels, but at about 13 per route, remained 
substantially higher than in 1987. The proportions of 
passengers travelling on discount fares remained 
about the same as the year before. 


The price-cutting which characterized 1988 was not 
confined to former Wardair routes, or even to the 
high-density inter-city routes. Fare competition, 
especially in the form of proliferating numbers and 
sizes of discount fares, was far more widespread 
across the national and regional networks, and in 
many areas, continued to flourish in 1989. 


On 32 routes which Air Canada and Canadian turned 
over to their regional affiliate airlines, the number of 
discount fares more than doubled in 1988 and 
remained at this level in 1989, averaging over eight per 
route. On some routes, such as Dryden-Thunder Bay, 
Cranbrook-Calgary, and Quebec-Sept-lles, travellers 
were now offered 10 to 12 different discounts per 
route. Business fares were not available on most of 
these routes, and standard economy fares increased 
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on average by 9.1 per cent -- slightly higher than the 
overall rate. 


The other 36 southern Canada routes in the sample 
represented a variety of mainline, regional, and local 
services, and showed a similar stability in the number 
of discount fares offered in 1989, averaging almost 
10 per route. It was noted that the larger selections of 
discounts were not restricted to the higher-density 
markets; for example, travellers between Campbell 
River-Vancouver, lles-de-la-Madeleine-Quebec, and 
Sudbury-Montreal were offered just as many choices 
as passengers on the Toronto-Vancouver route. The 
average increases in business and economy fares on 
these 36 routes were slightly lower than the overall 
average. 


Passenger tariffs were examined for 32 routes in 
northern Canada or those routes connecting with 
points in the designated northern area. In general, 
availability of discounts and proportions of discount 
traffic are lower on northern routes than in the south, 
but are growing steadily. The average number of 
different discount fares offered per route more than 
doubled in 1988 and increased another 15 per cent in 
1989, reaching an average of seven. Passengers 
between Iqaluit, Yellowknife and Cambridge Bay 
benefitted from an exceptionally wide range of discount 
fare choices, reflecting an increased level of 
competition among three carriers operating on those 
routes. The proportion of passengers travelling on 
discount fares reached a new high of almost 

47 per cent. 


Standard economy fares increased by an average 

6.3 per cent -- less than the comparable rate on 
southern routes, but still greater than the five per cent 
rise in the Consumer Price Index. Business fares were 
virtually non-existent on the routes surveyed. 


Passenger Yields 


The real impact of the business and economy fare 
increases combined with the continuously shifting 
discount structure is most effectively measured by the 
average revenue derived by carriers per 
passenger-kilometre flown (commonly referred to as 
the "yield"). This measure reflects the system-wide 
fare mix for all passengers carried. 


As of the third quarter of 1989, the average yield for 
Air Canada, Canadian, and Wardair had increased 
less than two per cent over 1988, after losing ground 
the year before. Yields achieved by regional affiliate 
airlines were uneven in 1989, reflecting greater 
proportionate impacts of changes in their operations, 
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FIGURE 3.12: COMPARISON OF BUSINESS/ 
ECONOMY FARES, REVENUE PER PASSENGER- 
KILOMETRE AND CONSUMER PRICE INDEX 
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such as new routes, larger fleets and increased 
frequencies. 


Since 1983, average revenue per passenger-kilometre 
for major Canadian airlines has increased at a rate 
less than the Consumer Price Index and substantially 
less than business and economy fares. In other 
words, the nominal fare increases have not 
materialized in corresponding yield increases for the 
carriers. This is partially attributable to the major 
airlines’ shift toward lower yield long-haul routes; it also 
indicates that consumers are arranging their air travel 
to take more advantage of discounts available. 


Fleet 


Fleet modernization programs in 1989 represent a 
corporate strategy based on aircraft deployment 
flexibility and minimized operating costs. 


Air Canada 


In 1989, Air Canada took delivery of two new 
B-767-200 aircraft, and removed one DC-9 from 
service. At year end, its fleet comprised 115 aircraft. 
The 33 B-727’s and 33 DC-9’s were used primarily on 
short and medium-haul North American routes. The 
14 Lockheed L1011’s and six Boeing 747 aircraft were 
used on heavily-travelled international routes while the 
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21 B-767's were used to provide service in less dense 
North Atlantic, transcontinental and long-haul 
transborder markets. The six DC-8 aircraft were used 
exclusively for cargo operations. The first of the 
A320’s ordered by Air Canada in July 1988 to replace 
its B-727’s were scheduled to arrive in 1990. 


To help prepare for its announced service plans on 
several trans-Pacific routes such as 
Toronto/Vancouver-Seoul/Singapore, Air Canada 
ordered three B-747-400’s with options for another 
four. Value of the first three B-747-400’s, including 
spares, is approximately $600 million. Delivery dates 
were slated for late 1990 and early 1991. Air Canada 
also placed orders for six B-767-300ER’s to replace 
six of the 14 L1011-500’s in its fleet. Operating 
economics and efficiencies gained are the major 
reason for the selection of the B-767-300ER which will 
be 25 per cent less expensive to operate and will have 
15 per cent greater range than the L1011’s. The six 
B-767-300ER’s, which will be deployed on routes such 
as Toronto-London and Toronto-Frankfurt, are worth 
$700 million. In total, the three Boeing 747-400’s and 
the six Boeing 767-300ER’s that Air Canada ordered in 
1989 are worth $1.3 billion. 


Canadian Airlines 


The rationalization of the Wardair and Canadian fleets 
following PWA Corp.’s acquisition of Wardair 
represents a major fleet development in 1989. PWA 
Corp. announced the sale of the Wardair fleet (two 
B-747’s and 12 A310’s) to three U.S. leasing 
companies for $900 million to reduce the long-term 
debt it incurred when it purchased Wardair. Under the 
delivery schedule, four A310’s and two B-747’s will 
leave the fleet in 1990, five A310’s in 1991, and three 
more A310’s in 1992. One other Wardair B-747 was 
sold in the fall of 1989. Earlier in 1989, Wardair 
announced that it had sold its 16 MD-88 delivery 
positions to Polaris Leasing and two A310-300 delivery 
positions to Air France for $28.2 million. Wardair also 
cancelled orders for 16 Fokker 100 aircraft. 


During 1989, Canadian further reduced its fleet by 
taking two DC-10-30’s and six B-737’s out of service. 
The DC-10’s were replaced by B-767’s which went into 
service in 1989. 


Like Air Canada, Canadian Airlines is also awaiting the 
delivery of three B-747-400’s. Canadian intends to 
deploy its B-747-400’s on Vancouver-Hong Kong, 
Toronto-Tokyo, and Toronto-Hong Kong routes. It also 
took delivery of four B-767-300ER’s during 1989 and 
converted options into orders for another four 
B-767-300ER’s. The B-747-400’s and B-767-300’s will 
eventually replace the DC-10-30’s. 
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TABLE 3.8 
Major Airlines Fleet Composition 
1988 1989 On Order 
Air Canada 6 DC-8’s (all cargo) 6 DC-8’s (all cargo) 38 A320’s 
VALOIS TAOS 3 B-747-400’s 
33 B-727's 33 B-727’s _6 B-767-300ER’s 
6 B-747’s 6 B-747’s 47 
19 B-767’s 21 B-767's 
_36 DC-9’s _35 DC-9’s 
114 115 
Canadian Airlines 66 B-737’s 52 B-737’s** 3 B-747-400’s 
International 13 DC-10’s 11 DC-10's 17 A-320's 
1 F27 12 A310’s _4B-767-300ER's 
2 Electra’s 2 B-747's 24 
_4 B-767ER’s _8 B-767-300’s 
87 85 
Wardair* 3 B-747's - 
1 DC-10 - 
12 A310’s i 
_2 A300’s - 
18 


* Wardair and Canadian fleets were integrated in 1989. 


** An additional eight B-737’s are with Canadian North, a Division of Canadian Airlines International, which is treated as a regional affiliate. 


Source: Aviation Statistics Centre; Airlines’ Reports 


Table 3.8 illustrates the major airlines’ fleet 
composition, comparing 1989 with 1988. 


Affiliates’ Fleets 


All of the regional affiliate carriers expanded their fleets 
in 1989 by acquiring both jets and turboprops. In the 
Air Canada family, NWT Air added B-737’s; Air Ontario 
went to an all-Dash 8 fleet; Air Nova took delivery of 
both the Bae 146 jet and additional Dash 8’s; Air 
Alliance tripled its fleet size to nine Dash 8’s. AirBC 
took delivery of additional Dash 8’s and Bae 146 jets; 
and Air Toronto added new Jetstream 31 turboprops. 
The Canadian Airlines’ affiliates also expanded their 
fleets in a similar fashion. For example, Air Atlantic 
increased its Dash 8 fleet, and ordered jets 

(Bae 146’s), while Ontario Express took delivery of 
ATR-42’s and ordered additional ATR-42’s, ATR-72’s, 
and Brazilia 120’s. Frontier Air ordered Beech 
1900C’s, allowing it to serve smaller northern Ontario 
markets with modern turboprop equipment. In the 
West, Time Air added Dash 8’s and Dash 8-300’s. 
Calm Air's fleet remained unchanged. 


The value of new aircraft delivered to, or ordered by 
the feeder carriers, plus the options they placed for 
future aircraft deliveries, approached $2 billion in 1989. 


Independents’ Fleets 


During 1989, several of the independent carriers also 
made considerable changes to their fleets. Intair, the 
former Canadian partner which previously operated as 
Inter-Canadien, increased its fleet from 23 to 31 
aircraft after taking delivery of ATR-42, Fokker 100, 
and Metro Ill aircraft. Both Air Creebec and Air 
Manitoba expanded their turboprop operations by 
adding Dash 8’s to complement their HS 748’s. City 
Express continued to operate a standardized fleet of 
four Dash 7’s and four Dash 8’s, and First Air did not 
change its fleet of B-727’s, HS 748’s, Beavers, Twin 
and Single Otters and Dash 7 aircraft. The 
significance of the independents’ fleet strategies is in 
their similarity to those of the regional affiliate carriers. 


Despite the demise of some jet charter operators, the 
independent jet charter sector was still strong at the 
end of 1989 with the remaining independent carriers 
adding large jet aircraft to their fleets. As of 
December 1989, the number of large jets operated by 
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TABLE 3.9 
Consolidated Financial Results 
AIR CANADA* PWA CORP. ** 

1988 1989 1988 1989 
Operating Revenue 3,426 3,676 2,301 2,668 
Operating Expense 3,312 3,553 2,223 2,678 
Operating Income (Loss) 114 123 78 (10) 
Net Income (Loss) 89 149 30 (56) 


PWA Corp. declared a net loss of $56 million in 1989 -- primarily a reflection of its decision to write off some $74 million 
non-recurring integration costs related to the amalgamation of Canadian and Wardair. 


* Air Canada’s 1988 results were restated to reflect the expense of travel awards provided through its Aeroplan frequent flyer 
program. 


** PWA Corp. results incorporate Canadian Airlines International and Wardair Inc. 
Note: () indicates negative figures. 


Source: 1989 Annual Reports for Air Canada and PWA Corp. 


TABLE 3.10 
Yearly Unit Toll Operating Statistics 
AIR CANADA CANADIAN* 
1989 % Change 1989 % Change 

Passengers Carried 
(000’s) 11,321 (17.2) 9,031 (12.1) 
Revenue Passenger- 

Kilometres (000’s) 23,917,389 4.8 22,917,442 (1.4) 
Available Seat-Kilometres 

(000’s) 34,763,309 7.6 33,820,790 (0.2) 
Goods Tonne-Kilometres 

(000’s) 864,957 9.3 536,387 1 See. 
Passenger Load Factors 68.8% (2.6) 67.8% N.A. 


* 


includes Wardair 
Note: () indicates negative figures. 


Source: Aviation Statistics Centre 
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independent carriers had increased to 50 aircraft, 
compared to 33 aircraft in 1988. However, the 
cessation of operations by Vacationair, Points of Call, 
and Crownair in early 1990, reduced the total to 46 as 
four jet aircraft were withdrawn from service. 


CARRIER PERFORMANCE 


Air Canada earned record net income in 1989 while 


the amalgamation of Wardair and Canadian produced 
an operating loss for PWA Corp. 


Air Canada announced a net income of $149 million for 
1989. This record income level was due, in part, to 
growth in both international and domestic passenger 
revenues, combined with improved results among its 
regional affiliates. It also includes $86 million from the 
sale of a portion of its interest in Guiness Peat 
Aviation. Operating expenses rose about eight per 
cent, reflecting increases in costs of fuel, aircraft 
leases, salaries, and sales commissions. 


Both Air Canada’s and Canadian’s regional affiliates 
experienced large increases in operating revenues and 
expenses as they continued to expand all aspects of 
their operations. As a group, the affiliate airlines 
achieved exceptional growth in 1989, increasing 
Capacity by over 70 per cent and carrying almost 

45 per cent more passengers than in 1988. 


Preliminary operational statistics posted by Air Canada 
and Canadian (including Wardair) reflect the major 
airlines’ continued efforts to concentrate on long-haul 
domestic and international routes, to turn over lower 
density markets to affiliate carriers, and to tailor fleet 
Capacity to projected demand. 
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Rail Services 


RAIL SERVICES 


HIGHLIGHTS OF 1989 


Operations 


Traffic was down significantly for CN and CP Rail in 
1989 resulting in large reductions in net income for 
both railways. 


Effects of New Legislation 


The success of confidential contracts continued to 
grow in 1989 with more than twice as many contracts 
filed as in 1988 and over two-thirds of the railways’ 
non-grain traffic under contract. 


Shippers reported that competitive access provisions 
were important as bargaining tools in their negotiations 
with the railways. 


Railway Developments 


Initiatives begun in earlier years, such as the operation 
of cabooseless trains and the Rogers Pass Bypass, 
were realized and a number of new ones undertaken. 


Rationalization 


The Agency authorized the abandonment of almost 
1,300 miles of track in 1989. The restrictive 
interpretation of section 175 of the NTA, 1987 
continues to be of great concern to provinces, shippers 
and railways. 
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REGULATORY REFORMS 


NTA, 1987 permits confidential contracts, provides 


shippers with improved competitive access and 
streamlines the rail line abandonment process. 


The rail provisions contained in the NTA, 1987 are 
designed to benefit Canadian shippers by fostering a 
more competitive transportation environment and to 
reduce regulatory burdens on railways. 


Shippers and railways are now able to enter into 
confidential contracts, negotiating rates and conditions 
appropriate to individual circumstances. Further, 

rail ways may no longer set rates collectively. 


Other provisions of benefit to shippers include access 
to more than one railway through competitive line rates 
and increased interswitching limits, formal and informal 
Agency assistance in resolving disputes with railways, 
and a more responsive public interest appeal 
mechanism. 


The new Act establishes more efficient line 
abandonment procedures as well as new options, such 
as transferring lines to independent operators or 
funding alternative transportation facilities. 


INDUSTRY STRUCTURE 


CN and CP Rail dominate the Canadian rail freight 


industry. 


Railways in Canada are classified as either Class | or 
Class Il depending on their size. In recent years the 
two largest railways, CN and CP Rail, have accounted 
for about 90 per cent of freight revenues with CN 
earning about one-third more than CP. CN is even 
larger than CP in terms of assets and employees. 


Generally, Class II railways fall into one of three 
categories: 


* regional railways, such as the Quebec North Shore 
and Labrador, the Ontario Northland, the Algoma 
Central and BC Rail, which originate traffic almost 
entirely from mines and forests; 


° lines which belong to subsidiaries of United States 
railways, such as Burlington Northern, Conrail and 
CSX Transportation; 


¢ terminal or switching railways which carry traffic to 
or from industries located on their lines to the main 


Rail Services 


ER 


lines of CN and CP Rail, such as Essex Terminal 
Railway and Southern Railway of British Columbia. 


While some of the Class I! railway companies, such as 
BC Rail, come under provincial jurisdiction, most of 
them, as well as CN and CP Rail, come under the 
provisions of the NTA, 1987. This review concentrates 
on the activities of the two Class | freight carriers, CN 
and CP Rail. 


TRAFFIC 
Traffic was down significantly for both railways in 1989. 


Over the past decade, the pattern of growth for CN and 
CP Rail traffic, as Figure 4.1 illustrates, has been 
uneven from year to year because of such events as 
economic downturns and major droughts, which have 
had significant impacts on railway traffic. Because 
railways cannot easily reduce costs when traffic goes 
down, swings in traffic have a noticeable effect on their 
net incomes. 


The composition of rail traffic has changed 
considerably over the last 20 years. Bulk commodities 
such as coal, potash, lumber, sulphur, pulpwood chips, 
gypsum, woodpulp and newsprint have grown to the 
point where they now comprise 50 per cent of total 
traffic excluding statutory grain shipments. 


FIGURE 4.1: TOTAL FREIGHT TONNAGE 
CARRIED 
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Most of this bulk traffic is destined to offshore markets 
or to the United States (see Table 4.1 for more 
information on regional traffic). 


Railway traffic declined substantially in 1989 after the 
record-breaking volumes registered in 1988 and 1987 
and returned to the levels of the mid-1980’s. CN’s 
traffic decreased by over 8.2 million tonnes or 

7.2 per cent and CP Rail’s by 8.7 million tonnes or 
9.9 per cent, due mainly to significant reductions in 
some major bulk commodities. While this reduction in 
traffic of almost 17 million tonnes was caused by a 
reduced demand for railway service in all regions of 
the country, Saskatchewan alone, due to a drop in 
grain traffic, accounted for almost one-half. Traffic 
Originating in Alberta went down over 3 million tonnes 
while British Columbia and Manitoba each accounted 
for about one-tenth of the total reduction. 


FIGURE 4.2: CN AND CP RAIL TRAFFIC 
BY REGION OF ORIGIN 
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A comparison of the changes in traffic originated by 


each railway in each region shows that CN had a much 


larger absolute decline in traffic in British Columbia 
than CP Rail and that CP Rail had a large decrease in 
traffic in Ontario while CN’s traffic remained about the 
same. Also, CN had a significant decrease in traffic in 
the Atlantic region while CP Rail’s traffic increased. 
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A look at selected commodity movements involved in 
the 1989 traffic decrease indicates the following: 


¢ Wheat traffic declined drastically (some 
40 per cent) as a result of the severe drought on 
the Prairies in the summer of 1988. Since there 
was a substantial amount of wheat in storage at 
the time of the drought, its full impact was not felt 
until 1989. Since the drought had a greater impact 
on the southern Prairies, a region served more 
extensively by CP Rail than CN, CP Rail was more 
affected than CN. In fact, wheat alone accounted 
for over three-fifths of CP Rail’s net traffic decline 
in 1989. 


FIGURE 4.3: CN TONNAGE FOR SELECTED 
COMMODITIES 
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* Sulphur traffic also declined substantially for both 
CN and CP Rail in 1989, particularly during the 
first half of the year. The decline was almost 
entirely due to a reduction in offshore exports, 
primarily to Morocco, whose demand for sulphur 
used in fertilizer production dried up as a result of 
a lengthy contract dispute with India on fertilizer 
trade. 


* Potash traffic declined by 14 per cent, with CN 
more affected than CP Rail. It appears that poor 
spring planting conditions in North America as well 
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as expanded production overseas affected the 
markets for fertilizer. 


* Coal was by far the largest volume movement on 
CN and CP Rail, accounting for some 20 per cent 
of total traffic in 1989. Even a modest reduction in 
demand for rail service from the coal industry, as 
happened in 1989, has a substantial impact on 
railway traffic volume. CN and CP Rail each 
experienced a decline of about four per cent in 
coal traffic in 1989. Most of the decline was in 
domestic demand and was caused by major 
customers stockpiling coal in 1988. 


FIGURE 4.4: CP RAIL TONNAGE FOR 
SELECTED COMMODITIES 
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Legend: Pot = Potash; Lumb = Lumber; Sulp = Sulphur; 
WP = Woodpulp; PW = Pulpwood Chips; Gyp = Gypsum; 
Nwprt = Newsprint 


Source: Based on traffic tapes provided by CP Rail 


¢ Lumber traffic declined, primarily due to softness in 
the housing market. CN’s traffic went down about 
three times as much as CP Rail’s and, 
furthermore, CN experienced declines in the 
domestic, United States and offshore markets 
while CP Rail’s traffic reductions were only in the 
domestic market. 


* Movements of newsprint and other papers 
remained about the same for CN but declined 
17 per cent for CP Rail. This decline occurred 
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mainly on traffic to the United States, where 
demand for the products had weakened. 


Some of the other major commodity movements are 
described below. 


° Barley, oats and rapeseed accounted for almost 
five per cent of CN and CP traffic in 1989. Volume 
was up one and a half million tonnes over 1988, 
which had been a rather poor year for these 
commodities. 


° CN and CP Rail shipments of woodpulp, at 
5.5 million tonnes, showed no marked change in 
1989 from the levels achieved in 1988. 


¢ Gypsum traffic, which is also a major commodity 
movement for both railways, showed only a 
minimal increase over 1988. 


° The group of commodities under the collective 
titles refined and manufactured gases, inorganic 
bases (anhydrous ammonia and caustic soda) and 
alcohols and derivatives made up about 
three per cent of CN and CP Rail combined 
tonnage in 1989. Their traffic volume was down 
four per cent from 1988, due in part to reduced 
demand for some of the commodities in this group 
by the pulp and paper industry and the fertilizer 
industry. 


e Automotive industry products comprised about 
two per cent of total CN and CP Rail traffic in 
1989. Volume remained at the 1988 level in 1989, 
although some of the categories of traffic within 
this group had offsetting increases and decreases. 


Many commodities move on an intermodal basis with 
the result that this type of business accounts for a 
significant proportion of CN’s and CP Rail’s revenues 
and tonnage. In volume terms, it is the second most 
important non-grain traffic after coal. Intermodal traffic 
has attained this importance from the continuing 
increase in the use of containers in international 
commerce and the introduction of containers in 
domestic trade. 


In 1989, CN’s intermodal shipments remained at the 
1988 level while CP Rail’s intermodal volume 
experienced a five per cent decline in tonnage. This 
reduction was evenly split between domestic and 
export movements. 
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COMPETITION 


Confidential Contracts 


The success of confidential contracts continued to 
grow in 1989. 


The use of confidential contracts increased as they 
continued to be popular with both shippers and 
carriers. More than twice as many contracts were 
signed in 1989 as in 1988, with 2,525 contracts 
entered into by year’s end. CP Rail accounted for 
some 55 per cent of the contracts filed, CN’s share 
remained at 30 per cent. 


FIGURE 4.5: NUMBER OF CONFIDENTIAL 
CONTRACT SUMMARIES BY CARRIER 
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Source: Confidential contract summaries filed with the Agency 


The remainder were filed by the following carriers: 
CSX Transportation, Burlington Northern, Norfolk and 
Western, Wisconsin Central, Consolidated Rail 
Corporation, Algoma Central and the Southern Railway 
System. Compared to CN and CP Rail, these other 
carriers had a much lower rate of increase in contract 
filings in 1989. 
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Contract Filings 


The rate of confidential contract filing doubled in 1989. 


By the end of 1988, contracts were being filed with the 
Agency at the rate of well over 100 per month. By 
early in 1989, the rate of filing had increased to over 
200 contracts per month and this level was maintained 
throughout the year. The railways estimated that at 
year’s end, approximately 70 per cent of their 
revenues from non-grain traffic came from confidential 
contract traffic. 


Most contracts were signed for a period of one year or 
less with only a small proportion for a period greater 
than two years. This was especially true for carriers 
other than CN. While CN’s contracts, as in 1988, 
continued to be for longer periods than CP Rail’s, the 
average duration of contracts filed by both railways in 
1989 was about seven per cent shorter than in 1988. 
This could be because many of the new contracts in 
1989 were with smaller shippers who were unfamilar 
with confidential contracts and were reluctant to 
commit themselves for a lengthy period. 


About one in four contracts was an evergreen contract, 
defined as a contract whose terms and conditions are 
automatically renewed beyond the nominal expiry date 
unless either party to the contract notifies the other. 
CP Rail signed proportionately fewer of this type of 
contract than CN or the other carriers. 


FIGURE 4.6: DURATION OF 1989 CONFIDENTIAL CONTRACTS 
IN MONTHS 
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Source: Confidential contract summaries filed with the Agency 
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_ TABLEA4.1 
A REGIONAL RAIL TRAFFIC PERSPECTIVE 
1980 TO 1988 


This table highlights the volume and types of traffic originated and terminated by CN and CP Rail in each of Canada’s regions. 
It also shows the shifts that have occurred in traffic patterns over the past decade. 


BRITISH COLUMBIA 


Originated Traffic 


volume 
38.5 million tonnes or 19% of total traffic originated in BC 
in 1988 


key commodities 
three commodities accounted for 85% of tonnage: coal 
64%, lumber 13% and pulpwood chips 8% = 


destinations 
92% of coal exported through west coast ports; 54% of 
lumber went to the US; and 86% of pulpwood chips 
shipped within BC 


CN and CP 
CP originated 57% more tonnage in the region than CN 


trend 
overall originating traffic up 59%: coal up 157%; lumber 
up 47%; and pulpwood chips down 13% 


Bleu nce Traffic 


volume 
411 milion tonnes or 6% of total traffic terminated in the 
region in 1988 


key commodities 
two commodities each terminated over one-half million 
tonnes: pulpwood chips 25% and inorganic bases 
(anhydrous ammonia and caustic soda) 8% 
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ALBERTA 


Originated Traffic 


volum a : 
40. 8 million tonnes originated in Alberta in 1988 or 7 20% 
of total traffic 


key commodities 
fifteen commodities each originated over one-half million 
tonnes: al 22%, sulphur 17% and wheat 13% 


destinations _ 
80% of coal exported through west coast ports and 20% 
shipped to Ontario; sulphur 88% exported offshore; 
wheat 94% exported, eet through west coast Pa 


CN and CP 


CN originated 87% more traffic than CP 


trend 
overall originating traffic up 20%: coat up 27%, sulphur 
down 3% and wheat up 35%, petrochemical products 
also showed large increases 


Terminated Traffic 


_ volume 


6.7 million tonnes or 3% of total traffic 


key commodities 
two commodities each terminated over one-half million 
wanes: phosphate rock 15% and crushed limestone 
0% 


Table 4.1 (continued) 


tonnages to 59% of railway traffic in 1988. 


SASKATCHEWAN 


Originated June 


| volume 
32.6 nilion tonnes or r 16% of total traffic originated i in 
_ Saskatchewan in 1988 


key commodities 
three commodities ainstet 82% of tonnage: wheat 
_ 40%, snot 33% and coal 9% % 


destinations © 
55% of wheat Loe through west coast ports and 

_ 44% exported through ports in eastern Canada; potash 
_ 42% exported through west coast ports and 35% 
exported to the US; and coal mostly shipped to Ontario 


CN and CP 
cP and CN tonnages eouali in 1268" 


trend 
_ overall Sroinesng traffic up 11% primarily due to 
increase in coal; also there was a shift in export 
tonnages of wheat from eastern to western Canada 


: Terminated’ Traffic 


volume 
25 million tonnes or of total traffic terminated in 
Saskatchewan i in ae 


key commodities 
only one commodity terminated over one-half million 
tonnes, iron and steel scrap 15% 
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The two railways carried a total of 200 million tonnes of traffic in 1988 with CN handling 30 per cent more of the tonnage than 
_ CP Rail. Since 1980, traffic was up 11 percent due mainly to growth in rail traffic originating in the western provinces and 
_ destined for export through ports in the West. This aos in western exports also accounted for the increase in overall export 


MANITOBA 


_ Originated Traffic 


volume _ 
8.4 million tonnes or 4% of total traffic originated in 
Manitoba in 1988 


key commodities | 
only one commodity oer over one-half million 
tonnes, wheat 40% 


destinations 
96% of wheat exported, oe through ports in eastern 
Canada 


CN and CP 
CN originated 23% more tonnes than CP 


trend 
overall traffic down by 11%, primarily caused by 
decreases in crushed limestone shipments 


- Terminated Traffic 


volume 


4.7 million tonnes or 2% of total traffic terminated in 
Manitoba in 1988 


key commodities 
only one commodity terminated over one-half million 
tonnes, coal les 
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Table 4.1 (continued) 

ONTARIO QUEBEC : 
Originated Traffic Originated Traffic . 
volume volume 


34.1 million tonnes or 17% of total traffic originated in 
Ontario in 1988 


key commodities 
wide distribution of commodities with over 
21 commodities each originating over one-half million 
tonnes: top three were nickel-copper ores 11%, iron ore 
and concentrates 6%, and crushed limestone 5% 


destinations 
71% of traffic was shipped to points within Canada and 
62% of this traffic was destined to Ontario; a further 21% 
of Ontario traffic was exported by rail to the US 


CN and CP 
CN originated 29% more tonnage than CP; the top five 
commodities for CN were iron ore and concentrates, 
crushed limestone, refined and manufactured gases, 
newsprint and road motor vehicles; for CP they were 
nickel-copper ores, woodpulp, sulphuric acid, mixed 
carload freight and wheat 


trend 
overall traffic was down 23% or 10 million tonnes, with 
significant declines in iron ore, nickel-copper ores, 
pulpwood logs and diesel fuel 


Terminated Traffic 


volume 


36.4 million tonnes or 18% of total traffic was terminated 
in Ontario in 1988 


key commodities 
seventeen commodities each terminated over one-half 
million tonnes: coal 15%, nickel-copper ores 10% 


16.7 million tonnes or 8% of total traffic originated in 
Quebec in 1988 


key commodities 
eight commodities each originated over one-half million 
tonnes: newsprint 16% and pulpwood chips 10% 


destinations 
54% of originated traffic was shipped to points in 
yee while an additional 40% was exported by rail to 
the US 


CN and CP 
CN originated 240% more tonnage than CP 


trend 
overall traffic was down 2%, across many commodities 


Terminated Traffic 


volume 
15.1 million tonnes or 8% of total traffic terminated in 
Quebec in 1988 


key commodities 
six commodities each terminated over one-half million 
pnes: pulpwood chips 11% and mixed carload freight 
° 
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: Table 4.1 (continued) 


ATLANTIC CANADA 


Originated Traffic 


volume 
. 11.3 million tonnes or 6% of total traffic originated in 
Atlantic Canada in 1988 


key commodities 
three commodities each originated over one-half million 
tonnes: gypsum 46%, potash 14% and coal 7% 


destinations 
gypsum and potash exported through Atlantic ports, and 
coal originated and terminated in Nova Scotia 


_ CN and CP 
CN originated 404% more tonnage than CP 


trend 
overall tonnage up 13%: gypsum up 25% and potash 
was a new commodity for rail in this region 


Terminated Traffic 


volume 
4.4 million tonnes or 2% of total traffic terminated in 
Atlantic Canada in 1988 


_ key commodities 
one commodity terminated over one-half million 
tonnes, coal 17% 


Source: Based on railway traffic information. 
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IMPORTS AND EXPORTS 


Imports 


volume 
imports originated 17.3 million tonnes in 1988 or 9% of 
total traffic, imports from the US originated 6% of total 
traffic and imports through eastern ports and western 
ports originated 2% and 1% of total traffic respectively 


key commodities 
mixed carload freight and groundwood paper were the 
two most important commodities originating from the US 
by rail, container-on-flat-car traffic and mixed carload 
freight were the two key commodities that originated 
through eastern ports and phosphate rock and mixed 
carload freight were the two key commodities that were 
imported through western ports 


destinations 
50% of US rail imports destined to Ontario and Quebec 
and 30% re-exported to the US by rail, over 80% of 
eastern and western imports with the exception of 
phosphate rock were destined to Ontario and Quebec 


CN and CP 
CN originated 9% more tonnes than CP 


trend 
overall import traffic up 46% 


Exports 


volume 
118.8 million tonnes or 59% of total traffic was exported 
in 1988, 31% of total traffic was exported through west 
coast ports, 17% was exported to the US, and 11% was 
exported through eastern ports 


key commodities 
coal accounted for 25% of exports and wheat for 19% 
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Regional Distribution of Contracts 


The proportion of origins outside Ontario increased 
markedly in 1989. 


In terms of the origins reported in the confidential 
contract summaries, 1989 saw a notable shift away 
from central Canada, which at year’s end accounted 
for only two out of five contracts. Origins in British 
Columbia and the Atlantic Provinces were relatively 
more numerous in 1989 than in 1988. There was also 
a decline in the proportion of United States origins in 
the contracts. 


FIGURE 4.7: ORIGINS LISTED IN CN 


CONTRACT SUMMARIES 
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Note: For those contracts which contain more than one origin and/or 
destination, one origin is counted for each origin-destination pair 
contained in the contract. As a result, the total number of origins is 
greater than the number of contracts. 


Source: Confidential contract summaries filed with the Agency 


While both CN and CP Rail filed contracts showing 
Origins and destinations in all regions of the country, 
there were some important regional differences 
between them. Atlantic Canada showed up more often 
in CN’s contracts than CP Rail’s, not surprisingly, 
considering the greater size of CN’s network in the 
region. CP Rail’s contracts, however, had a greater 
proportion of origins in Ontario. The contracts of the 
other carriers had a large proportion of origins and 
destinations in the United States since most of them 
are extensions of U.S. railways. The pattern of 
interregional origins and destinations listed in the 
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confidential contracts is fairly representative of the 
railways’ non-grain traffic. There are, however, some 
regional variations. For example, nearly 30 per cent of 
British Columbia’s origins are paired with United States 
destinations compared to about one-sixth for the rest 
of Canada. Alberta origins are also often paired with 
U.S. destinations. Ontario figures prominently as a 
destination for traffic originating in Alberta. On the 
other hand, destinations in Alberta and British 
Columbia are often paired with origins in Ontario. Over 
one-half of United States origins are paired with 
destinations in Ontario and Quebec, while another 
one-fifth of the destinations were places within the 
United States. 


FIGURE 4.8: ORIGINS LISTED IN CP RAIL 
CONTRACT SUMMARIES 
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Note: For those contracts which contain more than one origin and/or 
destination, one origin is counted for each origin-destination pair 
contained in the contract. As a result, the total number of origins is 
greater than the number of contracts. 


Source: Confidential contract summaries filed with the Agency 


Commodities Carried Under Contract 


The lumber and chemical industries had the largest 
increases in the commodities listed in contracts. 


Products from the lumber, chemical, food, pulp and 
paper, petroleum and mining industries continued to 
account for most of the commodities listed in the 
confidential contract summaries, with the lumber and 
chemical industries showing the most significant 
increases over 1988. 
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There were considerably more contracts covering 
lumber originating in British Columbia than for any 
other commodity/region combination. This was 
followed in order of importance by food products from 
Ontario, chemicals from Ontario and pulp and paper 
from Ontario and Quebec respectively. 


Over 40 per cent of British Columbia’s lumber contract 
summaries listed destinations in the United States and 
about another one-fifth had destinations in Ontario. 
Over one-third of Ontario food contracts showed 
destinations in British Columbia and Alberta with the 
balance spread across Canada and the United States. 
Of the large number of chemical industry contracts with 
Ontario as an origin, one in four listed destinations in 
the United States, with the balance having destinations 
mainly in Alberta, Ontario and British Columbia. The 
major destination listed in Quebec pulp and paper 
contract summaries was the United States, which 
accounted for 35 per cent of the destinations, while 
Ontario pulp and paper contracts were paired with 
destinations across Canada. Other significant 
origin-destination pairings include Alberta lumber to 
Ontario and Quebec, Alberta chemicals to the United 
States, United States chemicals to Ontario and 
Quebec, United States food products to Ontario, 
Quebec and other parts of the United States and 
Ontario petroleum and coal products to the United 
States. 


Shippers and Confidential Contracts 


Confidential contracts were used by all sizes of 
shippers, and shippers ranked them the number one 
competitive tool. 


The increasing importance of confidential contracts in 
the rail marketplace was also evident in the survey 
results. More shippers reported having confidential 
contracts in 1989 and indicated that they and the 
railways were more active in approaching each other 
to negotiate contracts. 


Shippers identified confidential contracts as the most 
important competitive tool in achieving competitive 
terms and conditions for their rail transport needs. In 
negotiating their confidential contracts, shippers placed 
the most emphasis on rate concessions followed by 
service and rate escalation guarantees. Furthermore, 
shippers appeared to have slightly increased the 
emphasis on service and equipment guarantees in 
1989 compared to 1988, though survey results were 
far from conclusive. 


Shippers of all sizes and levels of rail use indicated 
that they had confidential contracts. However, the use 
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of contracts was reported relatively more often by 
shippers with annual transportation bills of more than 
$5 million than those with smaller freight bills. Also, 
shippers who moved more than 20 per cent of their 
traffic by rail reported that they had contracts relatively 
more often than those who moved less of their 
shipments by rail. 


As in 1988, survey results for 1989 indicate that it was 
not necessary for shippers to move 100 per cent of 
their rail traffic under a confidential contract in order to 
sign a contract. The percentage of rail traffic under 
contract varied from a little to 100 per cent and did not 
depend on the shipper’s size. However, those who 
relied more on rail to move their traffic shipped a 
higher average percentage of traffic under contract. 


Based on survey results, shippers with confidential 
contracts had, on average, 65 per cent of their rail 
traffic under contracts in 1989 compared to 60 per cent 
in 1988. Relatively more large shippers reported that 
they had increased the percentage of their traffic under 
contract in 1989 than did small or medium-sized 
shippers. 


Rate Levels 


Confidential contracts played an important role in the 
rate changes experienced by shippers. 


More than one-half of the shippers reported that their 
average rail freight rates had increased while the 
balance said that their rates had either stayed the 
same or declined. This resulted in an overall average 
increase of 1.1 per cent in 1989. Three-quarters of the 
reported increases were in the one to four per cent 
range while the remainder were mostly in the five to 
eight per cent range. 


Confidential contracts played an important role in the 
size of rate changes experienced by shippers. Three 
out of five shippers who reported rate increases had 
confidential contracts. However, most of those 
increases were in the one to four per cent range while 
almost one-half of the increases for those shippers 
without contracts were greater than four per cent. In 
addition, four out of five of those who said their rates 
declined had contracts and over one-half of the 
declines were greater than four per cent. 


Seventy-nine per cent of the confidential contract 
users, a Slightly greater percentage than in 1988, 
reported that their contract rates were lower than 
published tariff rates. Generally, shippers of all sizes 
and levels of rail use had contract rates which were 
lower. Only four per cent had contract rates which 
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FIGURE 4.9: SIZE OF RATE CHANGES REPORTED BY 
SHIPPERS WITH AND WITHOUT CONTRACTS 
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were higher than published tariff rates and they were 
small or medium-sized shippers who used rail less 
than other modes. 


Twenty-five per cent of those shippers who reported 
having confidential contracts in both 1989 and 1988 
indicated that their 1989 contract rates were lower than 
their 1988 contract rates. Of the balance of shippers 
with confidential contracts in both years, one-third 
reported contract rates at the same level in 1989. 


In the Atlantic Provinces, less than one-sixth of 
shippers surveyed by the Atlantic Provinces 
Transportation Commission reported higher 
confidential contract rates in 1989 than in 1988. 


Revenue per tonne-kilometre statistics provide an 
overall indication of the changes in railway rate levels. 
As Figure 4.10 illustrates, the revenue per 
tonne-kilometre for CN and CP Rail showed only a 
slight increase in 1989. To understand the yearly 
variations in revenue per tonne-kilometre figures, the 
differences must be related to a number of diverse 
factors such as the demand for commodities, traffic 
mixes, the degree of intermodal and intramodal 
competition and the competitive mechanisms of the 
NTA, 1987. 


Rail traffic declined in 1989 due to general economic 
conditions, problems peculiar to specific commodity 
markets and drought. Traffic decreases for individual 
commodities were not spread evenly between different 
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FIGURE 4.10: REVENUE PER TONNE-KILOMETRE 
CN AND CP RAIL 
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origins and destinations with the result that the 
average revenue per tonne-kilometre went up for some 
commodities while it went down for others. 


Confidential contracts, combined with the other 
competitive features of the NTA, 1987, as the survey 
results indicate, had a generally beneficial effect on 
shippers’ rail rates by either dampening the pace at 
which they increased or by actually decreasing them. 
This in turn placed downward pressure on the revenue 
per tonne-kilometre. 


Railway rates in some cases were also subject to 
competitive pressures from other modes. Many 
shippers reported that they ranked access to other 
modes high in achieving competitive terms and 
conditions. 


Shippers’ Assessment 


Shippers gave confidential contracts a favourable 
assessment. 


Shippers are making extensive use of contracts and 
report them as their number one competitive tool. The 
survey results show that shippers have benefitted from 
them in terms of rate and service packages negotiated 
with the railways. Such packages can be designed for 
a specific movement and include incentives for higher 
volumes per train and quicker equipment turnarounds. 
Overall, shippers from all regions gave confidential 
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contracts a favourable assessment, as Figure 4.11 
illustrates. 


The Atlantic Provinces Transportation Commission, 
based on contacts with shippers, commented that 
"More shippers looked at confidential contracts as a 
positive tool for meeting their transportation needs in 
1989 than in 1988." 


FIGURE 4.11: SHIPPERS REPORTING POSITIVE 
IMPACT OF CONFIDENTIAL CONTRACTS BY REGION 
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Carriers’ Assessment 


Railways were positive towards confidential contracts. 


CN’s assessment of confidential contracts is illustrated 
in the following quotation, "For both shipper and 
carrier, this is, by far, the most important and positive 
provision in NTA, 1987." 


CP Rail, the Canadian railway with the largest number 
of confidential contracts filed, commented that, "In 
1989, confidential contracts were again the dominant 
visible feature of the new competitive environment..." 
It went on to state, "However, confidential contracts 
bring with them significant revenue reduction." 
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Competitive Access and Dispute 
Resolution 


The NTA, 1987 promotes competition between 
railways through a number of competitive access and 
dispute resolution provisions. Shippers attempting to 
obtain competitive rates and services have the choice 
of either using the provisions as levers in their 
negotiations with the railways or of making use of the 
provisions to access another railway or resolve a 
dispute. 


Interswitching 


Shippers were generally positive on the impact of 
interswitching. 


Shippers, located on the line of one railway but within a 
30-kilometre radius of an interchange with a second 
railway, have the cempetitive option of interswitching 
their traffic to the second railway. 


Four zones have been established for setting 
maximum interswitching rates: zone 1, up to 

6.4 kilometres; zone 2, from over 6.4 to 10 kilometres; 
zone 3, from over 10 to 20 kilometres; and zone 4, 
from over 20 to 30 kilometres. 


Survey results indicate that a significant proportion of 
shippers who are located within those limits 
interswitched their cars in 1989 and that many of these 
shippers used the provision to obtain more competitive 
terms and conditions. 


On average, 50 per cent of the shippers in each region 
who interswitched their cars to a second railway 
indicated that it had a positive impact on their firms. 
Most of the other shippers claimed it had a neutral 
effect. Shippers also reported that interswitching was 
important in achieving competitive terms and 
conditions, either through the actual interswitching of 
Cars or through the use of the provision in negotiations. 


The number of cars interswitched between CN and CP 
Rail and from the two railways to other railways in 
1988 and 1989 is presented in Figure 4.12. Over 

60 per cent of interswitching activity took place in zone 
1 which corresponds to the four-mile limit prevailing 
prior to 1988. Over one-quarter of zone 1 
interswitching is estimated to be attributable to the 
exchange of grain cars for delivery to terminals, mainly 
in Thunder Bay. Of the remaining activity, there were 
more cars interswitched in zone 4 than in either 

zones 2 or 3. 
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Overall, the number of cars interswitched by the two 
railways decreased by eight per cent in 1989. 
Statistics are not available for the years prior to 1988 
and thus it is not possible to compare activities of the 
last two years to trends prior to 1988. 


The activity in zones 2 through 4, where prior to 1988 
shippers were ineligible to use interswitching, comes 
from traffic formerly moved over a joint route by the 
two railways and from traffic that previously did not 
move at all on the railway which is performing the 
line-haul. However, the split between the two types of 
interswitched traffic is not known, making it difficult to 
measure the impact of the new interswitching limits 
allowed under the NTA, 1987. 


CP Rail, while acknowledging in its submission to the 
Agency that interswitching has been effective in 
granting some shippers competitive access, expressed 
concern over the extension of interswitching limits 
beyond 30 kilometres because it could create an 
"informal new boundary.” Shippers beyond 

30 kilometres, however, have the option of using 
competitive line rates. 


CN expressed the opinion that interswitching charges 
should be established by the railway and the purchaser 
rather than by the Agency. 


Major ports in Canada were canvassed for their views 
on the impact of the NTA, 1987. Although most ports 
had no comments on interswitching, the ports of 
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Halifax and Saint John did express strong concerns on 
the subject. Their position is best summarized in the 
following quotation from the Halifax Port Corporation, 
"the expanded interswitching provisions...have 
enabled U.S. railways to better compete for Canadian 
import and export cargo." The Port of Montreal also 
raised the subject of U.S. carriers using interswitching 
in its submission and called for equal treatment for 
Canadian and U.S. railways on both sides of the 
border. A remedy which has been suggested for this 
would be the elimination of the movement of trailers on 
flat cars and containers on flat cars from the 
interswitching provisions, as they are from the 
competitive line rate provisions. 


Competitive Line Rates 


Shippers reported that competitive line rates are 
important bargaining tools. 


Shippers local to one railway but who are outside of 
interswitching limits have the option of using 
competitive line rates to access a second railway. 


There has been little actual use of competitive line 
rates, with the Agency determining four in 1989 and 
one in 1988. These competitive line rates were all to 
connecting U.S. rail carriers for transborder traffic. No 
competitive line rates have been established between 
Canadian railways. However, they have played an 
important role as a negotiating tool. Captive shippers 
reported that competitive line rates were important in 
bargaining for competitive terms and conditions and 
that they had a positive impact on their firms. On the 
other hand, railways maintained their opposition to 
them. CP Rail said that competitive line rates are 
unnecessary and CN stated that, as with the 
interswitching provisions, their actual use causes the 
benefits of one railway’s investments to be shared with 
its competitors. 


The analysis of the survey results revealed that there 
are still many shippers who are not completely aware 
of the competitive access provisions of the NTA, 1987. 


Dispute Resolution Provisions 


The fact that little use was made of the dispute 
resolution mechanisms is a signal that the rail 
provisions of the NTA, 1987 are working as intended. 


Little use was made of the dispute resolution 
provisions in 1989. For rail there were eight public 
interest investigation applications, one of which was 
withdrawn, four mediations on terms and conditions 
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and one final-offer arbitration application which was 
later withdrawn. 


Most shippers responded that these provisions had no 
impact on their firms and they also ranked them less 
important in achieving competitive terms and 
conditions than confidential contracts and competitive 
line rates. Some shippers, however, did stress the 
benefits of final-offer arbitration as a bargaining tool. 


The fact that little use was made of the provisions and 
that shippers were fairly neutral in their assessment is 
an indication that the rail provisions of the NTA, 1987 
were working as intended. Shippers and railways were 
able to arrive at arrangements under the new market- 
driven regime which were satisfactory to both parties 
and there was limited need to resort to a third party. 


The importance of both competitive access and 
dispute resolution provisions is best summarized in the 
following quotation from a large shipper, "Although the 
competitive access and final-offer arbitration provisions 
were not used explicitly they were significant in 
achieving a more balanced negotiation than heretofore 
had been possible". 


The Competitive Environment 
in Summary 


The NTA, 1987, the trucking industry and the Free 


Trade Agreement have all created a more competitive 
environment for the railways. 


The general assessment of shippers and railways was 
that the rail provisions introduced by the NTA, 1987 
created a more competitive marketplace, with 
confidential contracts playing a pivotal role. Railways 
have signed a substantial proportion of their non-grain 
traffic to contracts. They were also able to use 
contracts in efforts to achieve their goal of recapturing 
traffic from trucks. Shippers have managed to 
negotiate rate and service packages through contracts 
which helped them maintain or improve their own 
competitiveness domestically and abroad. Shippers 
also recognized the importance of the bargaining tools 
provided by the NTA, 1987 in achieving such ends. 


CP Rail, at the close of its submission, gives an overall 
evaluation of the provisions of the NTA, 1987. After 
reaffirming its opposition to competitive line rates, CP 
Rail states, "...we agree with many shippers that the 
Act can create significant benefits." CN commented on 
the challenges involved in assessing the impact of the 
NTA, 1987. It noted the difficulty of separating the 
effects of the provisons of the Act from other influences 
such as the Free Trade Agreement and then pointed to 
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the challenge, "...of isolating the effect of some of the 
provisions of the Act on the pricing yield obtained by 
CN in recent years." Both railways recognized that 
competitive factors do not permit them to escalate 
rates to the level of inflation. 


A majority of shippers reported that the railways were 
interested in competing with each other. There was, 
however, a large number of shippers, as in 1988, who 
said that the railways were indifferent or not interested 
in directly competing. Many of this latter group 
shipped a small proportion of their traffic by rail and 
tended not to have confidential contracts. The balance 
of this group, however, tended to ship a significant 
proportion of their traffic by rail, to have confidential 
contracts and to be captive at one or more locations. 
The following quotation by a major shipper who had 
access to a second railway through interswitching 
summarizes the views expressed by such shippers, "I 
don't believe that the two major Canadian railways 
were interested in directly competing for our traffic in 
1989. There seems to be a great reluctance to start a 
rate war." 


POLICY IMBALANCES CLAIMED 
- BYCNANDCPRAIL | 


CN and CP Rail, in their submissions and 
throughout the year, have focused attention on 
a number of what they refer toas policy — 
imbalances: 


k lack of equity in the treatment of rail versus 
truck operations: 


incomplete highway cost recovery from — 
truckers; 


payment of fuel taxes by av. which go 
towards payment for the highways; 


payment by railways of property taxes on 
rights-of-way whereas truckers do not have 
equivalent taxes; 


trend among provincial governments to 
increase the maximum allowable lengths 
and weights of tractor-trailer combinations, 
factors which impact on relative modal 
competition. 


disadvantageous tax environment compared 
to the one enjoyed by United States railways. 
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NORTH-SOUTH LINKS © 


"The priorities for CP Rail spending...are driven by the need to develop a strategic position in a given 
market.... Such strategic commitments include expencig the railway’s pere in the U.S...." . 
(quotation from CP Rail submission) 


Both CN and CP Rail are repositioning their services in the face of expanding north-south trade to meet 
the evolving needs of shippers and to ensure the long-term viability of the railways. This relative 
increase in the importance of north-south links in comparison with east-west ones is caused by a 
number of factors. Among these are the implementation of the Canada-United States Free Trade 
Agreement and the growing competition coming from U.S. ports handling container traffic. 


The major Canadian railways are reacting to these events by becoming more involved in the 
north-south market, either by forging stronger links with U.S..carriers or by acquiring them. For 
example, CP Rail has increased its ownership of the SOO Line to 100 per cent and is in the bidding for 
the Delaware and Hudson Railroad. In addition, CP has entered into an operating agreement with 
Conrail for the movement of containers between New York and Montreal. CN has similarly entered into 
agreements with U.S. carriers to handle traffic. CN is also involved with U.S. railways in the movement 
of double-stack container trains from U.S. Northwest ports to Toronto and Montreal. 


The railways face other competitive pressures in Generally shippers were aware of the railways’ 
addition to those created by the NTA, 1987. With the intentions. The fact that, again in 1989, less thana 
coming into force of the Free Trade Agreement, the handful of shippers had any comments to offer on line 
importance of north-south traffic flows has grown abandonments in the Shippers’ Survey is an indication 
relative to the importance of east-west flows and the that rail rationalization is generally accepted by rail 
railways must adjust their strategies in order to users as necessary to achieve productivity gains in the 
maintain traffic levels. The railways must also deal Canadian rail system. 


with a trucking industry which has become more 

competitive under the liberalized entry rulesofthe new — The sections on Performance and Rationalization will 
MVTA, 1987. The trucking industry is adjusting its examine more closely how the railways are achieving 
operations to a North American perspective. cost reductions. 


The railways want to maintain or increase market 

share relative to trucking in this more competitive SERVICE 
environment. They claim that their position in the 
market is handicapped by a number of policy 
imbalances in the broader context which they state 
must be corrected. 


Shippers were generally satisfied with service in 1989. 


Shippers assessed railway service performance on 


The railways are meeting the challenge of the more 12 different service factors. Their responses, which are 
competitive environment by reducing their costs Presemediip Figure ie: indicated that they ete 
through better cost controls, new ways of operating generally Satisfied with service in 1989. Six of the 

and the introduction of new technology. Labour factors had ratings above 90 per cent; four were in the 
downsizing, the Rogers Pass realignment and the 85 to 90 per cent range; one Was i) the 80 to 
operation of cabooseless trains are all examples. 85 per cent range and one was in the 75 to 80 per cent 
Such measures lead to significant productivity savings  "@Nge. The latter factor was transit time, and a further 
which the railways can use to become more analysis of responses indicates that a majority of these 
competitive. Nevertheless, CN and CP Rail both respondents had transportation bills of less than 

stress that they must eliminate significant amounts of $10 million a ÉÉLGINS used railways to/move,less han 
unused trackage if they are to achieve the necessary 50 per cent of their traffic. 

cost reductions. They have expressed the view that ET 

some lines will have to be either abandoned or Shippers also rated overall Seite eR 
transferred to others to operate if they are to retaina comparison to 1988. Twenty-six Pet cent of the 

viable core system. Shippers not located on the core respondents reported that service had improved, 


system would be served intermodally. 54 per cent indicated it had remained the same and 
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20 per cent said it had deteriorated. This latter group 
generally said the deterioration had been minor. 
Analysis of these responses showed that a majority of 
them had annual transportation charges of less than 
$10 million and that they shipped less than 50 per cent 
of their traffic by rail. Although these respondents 
indicated that there had been some decline in service, 
a review of shippers’ comments turned up only a few 
who had complaints to make. This point is also 
confirmed by Agency records which show no 
noticeable increase in 1989 in the number of 
complaints received by the Agency concerning rail 
services. 


FIGURE 4.13: SHIPPERS’ RATING OF RAIL 
SERVICE FACTORS 


% of Shippers’ Responses 


ES EC SS TT CT PC SR CH LC CC QS OE 
Service Factors 


Acceptable Good 


[_] Very Good 
Legend: ES = Equipment Supply; EC = Equipment Condition: 
SS = Switching Service; TT = Transit Time; CT = Car Tracing; 
PC = Product Care; SR = Service Reliability; CH = Claims Handling; 


LC = Liability Coverage; CC = Carrier Cooperation; QS = Overall 
Quality of Service; OE = Overall Efficiency of Service 


Source: NTA Shippers’ Survey 


CARRIER PERFORMANCE 


Net income for CN and CP Rail dropped significantly in 


1989 due to traffic decreases. 


The impact of reduced traffic was quite evident on 
railway revenues. CP Rail’s freight revenues dropped 
from $2.5 billion in 1988 to $2.3 billion in 1989, a 
reduction of 10.5 per cent and CN’s freight revenues 
dropped from $3.4 billion to $3.2 billion, a reduction of 
7.9 percent. This in turn resulted in lower net incomes 
for the railways. After the two best years in its history, 
CP Rail’s net income dropped dramatically in 1989 in 
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response to the significant drop in traffic handled. CN 
also reported a reduction in net income but to a much 
lesser degree. However, CP Rail continued to have a 
larger net income before taxes than CN. In fact, since 
1976, CP Rail’s net income has surpassed the 

$100 million mark every year while CN reached this 
net income level six times, twice in the last two years. 


CN has historically had a higher ratio of track and 


FIGURE 4.14: CN AND CP RAIL REVENUES 
GENERATED BY SELECTED COMMODITIES 


$ Millions 
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Legend: Pot = Potash; Lumb = Lumber; Sulp = Sulphur; 
WP = Woodpulp; PW = Pulpwood Chips; Gyp = Gypsum; 
Nwprt = Newsprint 


Source: Based on traffic tapes provided by the railways 


employees to output than CP Rail and, thus, relatively 
higher operating expenses, which is one of the 
principal reasons for the lower net incomes of CN. 
Another factor is CN’s higher debt load, which results 
in higher interest expenses. In recent years, CN’s 
management has been actively reducing this debt by 
various measures, including selling CN’s non-rail 
assets. This process continued in 1989, with total debt 
reduction of approximately $200 million. 


CN’s higher cost structure than CP Rail’s is also 
reflected in the operating ratio -- the ratio of operating 
expenses to operating revenues. As shown in 

Figure 4.16, the operating ratios for both railways 
increased in 1989. This increase occurred because, 
with fixed costs representing such a significant 
proportion of railway expenses, the substantial decline 


66 


FIGURE 4.15: NET INCOME 
CN AND CP RAIL 


$ Millions 


Year 


CN BE CP Rail 


1989: Preliminary figures 


Source: Railways’ Annual Reports filed with the Agency 


in revenues due to the drop in traffic in 1989 could not 
be matched by an equivalent decline in railway 
expenses. 


The railways have been striving to implement 
efficiencies to smooth out the fluctuations in net 
income due to changes in traffic levels and to meet the 
added pressures of increased competition. These 
efficiencies have been introduced in several areas, 
such as type of equipment used, maintenance of 
roadway and rolling stock, train operations and labour 
force adjustment. Figure 4.17 shows, for a number of 
indices, how overall railway productivity has been 
increasing since 1980. Both CN and CP Rail reported 
continued efforts to increase productivity during 1989. 
For instance, CP Rail undertook the following initiatives 
in 1989 to improve service and reduce costs: a 

$29 million investment in the Vaughan intermodal 
facility, the long-term lease of intermodal cars and 
covered hopper cars and the construction of new 
transfer facilities for lumber and metal concentrates. 
CN’s efforts in this area included further development 
and trial of Advanced Train Control Systems 
computer-based technology, the negotiation of 
non-inflationary wage increases for its unionized 
workforce (this was also done by CP Rail), a major 
mechanization of the track maintenance function, 
resulting in a reduction of the workforce in this area 
from 3,400 to 2,000 and the acquisition of specialized 
cars to handle woodpulp, motor vehicles and 
intermodal containers and trailers. 
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FIGURE 4.16: OPERATING RATIOS 
CN AND CP RAIL 
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1989: Preliminary figures 


Source: Railways’ Annual Reports filed with the Agency 


FIGURE 4.17: RAIL PRODUCTIVITY INDICES 
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Legend: A - Revenue tonnes per carload 
B - Revenue tonne-kilometres per route kilometre 
C - Revenue tonne-kilometres per employee 


Source: Railways’ Annual Reports filed with the Agency 


67 


NETWORK RATIONALIZATION 


Abandonment Activities 


CN and CP Rail plan to file new applications for rail 
line abandonment in 1990 covering about 1050 miles. 


The NTA, 1987 requires the Agency to report in the 
Annual Review on abandonment activities in the year 
under review and on the railways’ planned 
abandonments for the current year. There are three 
main types of activity the Agency deals with under the 
network rationalization program: new line 
abandonment applications (or reconsiderations), 


applications for a review, and conveyance applications. 


Before any new abandonment application can be 
considered by the Agency, the railway must file a 
Notice of Intent to apply and wait at least 90 days 
before filing the application. In the case of previous 
applications where the Agency ordered the operation 
of the line continued, these must be reconsidered once 
every three years after receipt of an application. There 
are also instances when the Agency receives requests 
from interested parties to re-examine an Order it has 
issued previously and to vary or otherwise alter the 
original Order; such a request is filed in the form of an 
application for review. Lastly, to obtain approval to 
have a rail line conveyed to another interested party 
the railway presently owning the line must file an 
application for conveyance. A major case during 1989 
involved a proposed conveyance by the Algoma 
Central Railway. 


The legislation limits the annual amount of railway line 
that can be authorized to be abandoned to 

four per cent of the mileage of each railway’s network. 
In this regard, the Agency permitted CN to abandon 
four per cent of its network and CP Rail 3.5 per cent of 
its network in 1989. While CP Rail had the full mileage 
limitation before the Agency for decisions in 1989, it 
was not given authority to abandon this total for the 
following reasons: 1) the abandonment of CP Rail’s 
Carleton Place subdivision, equalling 0.1 per cent, was 
postponed from the end of 1989 to mid-January 1990, 
to coincide with VIA Rail’s discontinuance of 
passenger-train service on that line; 2) in two other 
cases, totalling 0.4 per cent, the effective date of 
abandonment was set in 1990 to give affected 
shippers time to convert to alternative transportation. 


An overview of abandonment activities is supplied here 
and more detailed figures are reported in 
Appendices C to G. 
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ALGOMA CENTRAL RAILWAY 


The Algoma Central Railway operates as a Class 
ll carrier in northeastern Ontario. In addition to © 
its Rail Division, it also operates Marine and | 
Real Estate Divisions. Since 1988, the Algoma 

_ Central has twice sought Agency approval 
under section 158 of the NTA, 1987 to transfer 
its Rail Division to a wholly-owned subsidiary; 
in both instances the Agency did not approve 
the proposed transfer. 


The Agency concluded that the transfer would _ 
not be in the public interest because of serious 
concerns about the future financial viability of 
the railway operations due to the potential for a / 
serious decline in demand for freight services 
from its major customer, an inability to finance 
new passenger equipment and the cessation of — 
a significant federal government subsidy. Itis | 
the Agency view that some form of outside 
assistance will be necessary for the rail services 
provided by the Algoma Central Railway to 
continue. 


There were a total of 14 Notices of Intent to apply to 
abandon lines in 1989 as shown in Appendix C; of 
these nine were followed by formal applications for 
abandonment during the year. Additionally, six 
applications were filed relating to Notices of Intent 
which had been submitted in 1988. As shown in 
Appendix D, the Agency received 15 new applications 
for abandonment in 1989. 


In total, the Agency had 70 active abandonment cases 
before it during 1989 requiring decisions either within 
1989 or early in 1990. These included several 
requests for review of previous Orders, new 
applications and/or Notices of Intent filed in 1989, 
applications carried over from previous years and 
applications requiring reconsideration. Forty-two 
cases involved CN lines, 27 were for CP Rail trackage 
and one case involved CSXT trackage abandonment. 
Appendix E provides further details on the 

70 abandonment cases and focuses on individual line 
segments. The focus on line segments is important 
because the Agency can group or subdivide line 
abandonment applications to ensure that any permitted 
abandonments take place in a manner which ensures 
rational improvements in network efficiency. 


Decisions on all but two of the cases which were 
carried forward from 1988 were rendered in 1989. The 
two exceptions were cases where extensive public 
hearings were required and decisions for these cases 
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were released in early 1990. The Agency issued 

39 Orders, as indicated in Appendix F, containing its 
decisions on 47 of the 70 cases listed in Appendix E. 
Of the remaining 23 active cases, 11 involve 
reconsideration cases due for completion in 1990, two 
as stated above had decisions released in early 1990, 
nine involve applications carried over into 1990 as a 
result of the railways filing notices late in 1989, and 
one case was postponed to 1990 in order that the 
Agency could be better informed about the potential 
inter-dependence of the lines in the case with other 
lines in the area due for reconsideration in 1990. 
Appendix F lists as well two Agency decisions and one 
Privy Council Order issued in 1988 which became 
effective in 1989. 


The Agency canvassed 15 railway companies as to 
their plans for rail line abandonment in 1990. As 
indicated in Appendix G, CSXT, CN and CP Rail were 
the only companies to submit plans while the others 
indicated that they would not be filing any applications 
in 1990. CSXT intends to apply to abandon two 
segments of its lines, involving 13 miles of track. CN 
plans to file 22 applications covering 400 miles and CP 
Rail intends to file 26 applications covering 650 miles. 


Section 175 Funding 


The restrictive interpretation of section 175 of the NTA, 


1987 has resulted in only one approval for funds to 
date. 


The main principle of the new legislation was to rely on 
increased competition for the provision of viable and 
effective transportation services. On the rail side, it 
was realised that the railways, under competitive 
pressures, would need greater flexibility to manage 
their costs. To help achieve this, new streamlined 
procedures for the abandonment of branch lines were 
put in place. 


Last year’s Annual Review, which included the report 
on Agency consultations with provinces, shippers, 
carriers and other parties interested in defining an 
essential rail network, stated: 


"Every party contacted raised the question of 
when, how, and how much money would be 
provided to implement sections of the National 
Transportation Act giving assistance to 
parties adversely affected by abandonments. 
Provision of these transitional funds was 
considered urgent and vital." 


The legislation addresses problems for shippers who 
may be affected by rail line abandonments. The 
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principal ones are the provisions for transitional 
funding described in section 175 of the Act. This 
funding was to enable rail shippers affected by an 
abandonment to overcome obstacles in switching to 
another mode of transport and was a key element in 
the public consultations which led to the Act. If a line is 
ordered retained in the public interest, then the 
government must subsidize the total loss of that line, 
as determined by the Agency, over a given period. 
Savings generated by relieving the government of the 
obligation to pay subsidies on the operation of 
abandoned branch lines were to form the source for 
the transitional funding. 


This section of the Act is administered by Transport 
Canada. It is a matter of great concern to provinces, 
shippers and railways that the transitional funding 
provisions have not been administered in the manner 
foreseen during the public consultation process. 
Rather, their restricted administration has resulted in 
only one approval for funding to date. 


This position was reiterated by CP Rail in its 1989 
submission: 


"It is noteworthy that, after two full years, the 
transitional funding feature of the Act has yet 
to be used. Since it has the potential to ease 
the change to alternative transportation 
systems, an effective procedure should be put 
in place. Transitional assistance can facilitate 
the move to lower-cost services and reduce 
line subsidy payments." 


This issue remains unresolved and the Agency deems 
it to be of considerable concern and as a disincentive 
to amicable rationalization of the rail network. 
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TRUCKING 
SERVICES 


HIGHLIGHTS OF 1989 


Regulatory Reform 


There was greater uniformity among jurisdictions in 
1989; however, carriers expressed concern about the 
uneven implementation of the safety provisions of the 
legislation. 


Structure and Operations 


Carriers expanded their market coverage in all regions 
through mergers, acquisitions and broader operating 
authorities. Productivity gains were achieved by 
streamlining and consolidating operations. Shippers 
benefitted from expanded and more efficient services. 


Competition and Rates 


Shippers continued to benefit from the level of 
competition in domestic and transborder markets. Rate 
levels, while more stable, were subject to strong 
competitive pressures. In key transborder markets, 
intense price competition from U.S.-based carriers 
eroded the market share of Canadian carriers. 


Financial Performance 


Overall, the financial performance of the industry 
showed a slight improvement in 1989, although profit 
margins remained slim. 
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REGULATORY REFORMS 


The Motor Vehicle Transport Act, 1987 (MVTA) 
defined a new national framework for the regulation of 
extra-provincial trucking. As of January 1, 1988, 
carriers operating beyond the limits of a province or 
territory (such as between provinces or across the 
Canada-U.S. border) are regulated by legislation 
prescribing the: 


¢ easing of entry regulations 
¢ discontinuance of rate controls 


° promotion of national uniform market entry 
administered by provincial licensing boards under 
delegation of federal authority 


¢ implementation of effective safety regulation of 
trucking services under federal jurisdiction 


Under the new legislation, the "public convenience and 
necessity" test is replaced by a "fitness" entry test and 
a "reverse onus" public interest test. (Under "reverse 
onus" the burden of proof shifts from the applicant to 
the objector). 


On January 1, 1993, the public interest test is 
scheduled to expire. At that time, "fitness" is to 
become the sole criteria for the licensing of 
extra-provincial trucking, and any existing licences will 
no longer be subject to limitations on type or area of 
service. Prior to the expiry of the "reverse onus" 
provision, the Minister of Transport is to determine 


whether an extension of the transition period is needed. 


1989 Regulatory Perspective 


There was a greater degree of uniformity among 
jurisdictions in the implementation of the MVTA in 1989. 


During 1988, provincial and territorial variations in the 
interpretation of the MVTA, as well as procedural 
differences, made the licensing process uneven 
among jurisdictions. The second year of regulatory 
reform, 1989, was characterized by a greater degree of 
uniformity among jurisdictions in the application of the 
new legislation. 


Procedural differences among provinces were reduced 
through the introduction of a standard application form 
and comprehensive application guide. 


Processing delays and uncertainties, arising out of a 
jurisdictional dispute during 1988 in Ontario, were 
largely resolved in 1989. Manitoba, in an effort to 
reduce lengthy delays in dealing with applications, 
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instituted a process of summary procedure as an 
alternative to public hearing. 


The easing of entry controls is reflected in the 
disposition of applications (see box below). According 
to information provided by the provinces and territories, 
over 10,000 licences were granted in 1989, 
representing close to 97 per cent of processed 
applications. Of the 75 applications denied, 70 were for 
temporary authorities governed by administrative 
criteria in Quebec and not subject to the public interest 
test. 


DISPOSITION OF | 
_ APPLICATIONS - 1989 


Granted unopposed © 

Granted opposed 

_ Grantedinpart 
Withdrawn 


There were 487 applications protested under the 
"reverse onus" provisions of the legislation in 1989 
compared to about 990 a year earlier. The decrease is 
consistent with the evolution and "maturing" of 
regulatory reform; in the first year, some of the 
opposition was intended to test the scope of the 
legislation and approach of regulatory boards. 


APPLICATIONS 
OPPOSED - 1989 


British Columbia 
Manitoba 
New Brunswick 
Ontario 
| Saskatchewan 
Other 


Total 


Of the 487 applications protested in 1989, more than 
one-half were resolved either through amendment of 
the application or withdrawal of the opposition. Public 


71 


hearings were ordered in 127 cases, mostly in 
Manitoba. 


Except for the processing delays in Manitoba, the entry 
process has become, from an industry point of view, 
much less of an issue in 1989. Carriers and shippers 
are focusing on the safety provisions of the legislation 
because of a concern for a safe environment, but also 
because of the economic and operational implications. 


Regulatory Developments 


In June 1989, the Minister of Transport issued a policy 
statement giving direction on the administration of the 
"reverse onus" public interest test. For the most part, 
the policy confirms the guidelines proposed by 
provincial and territorial regulatory bodies. A review of 
decision records showed that jurisdictions have 
generally adhered to the basic tenets of the policy (or 
earlier guidelines). 


Jurisdictions, however, have divergent positions on the 
question of cumulative effect. Cumulative effect 
involves assessment of the impact of the proposed 
operation in conjunction with consideration of the 
impact of granting similar pending applications. From a 
judicial perspective, the Manitoba Court of Appeal, in 
ruling on an appeal of a denied application (Lindsay 
and Smith), found that the consideration of cumulative 
effect in the context of a "reverse onus" public interest 
test was inconsistent with the provisions of the 
legislation. 


Another case also has regulatory implications. In 
considering an application for a broader authority by 
Sunbury Ltd., an Irving-affiliated carrier, the New 
Brunswick Motor Carrier Board determined that where 
a carrier is in a position to deter entry by means of 
market distortion practices, users of transportation 
services are adversely affected. 


These considerations were brought to bear on the 
Sunbury application as a result of evidence presented 
by respondents under the "reverse onus" provision of 
the MVTA. The decision by the Board to deny the 
application is currently under appeal. Regardless of the 
outcome of the appeal, the question arises, from a 
regulatory perspective, as to how the interests of users 
can be protected in similar circumstances once 
"reverse onus" is removed, as provided for in the 
legislation. Consideration of this question can not, 
however, be disassociated from the existence of other 
legislation to safeguard competition (e.g. the 
Competition Act). 
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POLICY STATEMENT 
= MVTA PUBLIC INTEREST TEST 


The policy on the administration of "reverse 
| onus" public interest test notesthatthe 
_nationality or domicile of applicant and the ‘ 
adequacy of existing services are not relevant in 
‘determining whether a proposed operation 
would likely be detrimental to the public interest. 


Primary emphasis is to be given to the interests _ 
of users through consideration of the effect Oo 
me proposed operation on: 


: the availability of transport services 
: . : trucking price and service options 2 

. ‘productivity and efficiency of users 

a transportation costs 


+ level of competition, market concentration, : 
_ and likelihood of abuses of market pene - 


price or service discrimination © 
’ _ stability of the industry and infrastructure - 
impact on employment and productivity 


international and inter-provincial trade | 


INDUSTRY STRUCTURE 


The impact on shippers of structural changes in the 
trucking industry has been positive. 


Developments affecting the structure of the trucking 
industry in Canada in 1989 followed patterns which 
emerged in the years leading up to regulatory reform; 
these include: 


¢ territorial and market expansion 

* new entrants 

* mergers and acquisitions 

* corporate consolidations 

* rationalization 

¢ market withdrawals 

* triangulation 

Established carriers continued to pursue market 


expansion by acquiring broader operating authorities, 
both within Canada and into the United States. 
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Entry 


Market expansions, consolidations and new entrants 
continue to redefine the composition of the industry. 


The volume of applications for operating authorities 
reflects a sustained level of entry in the industry. Over 
30 per cent of applications for extra-provincial 
authorities were submitted by Canadian carriers based 
in jurisdictions other than the one for which the licence 
was requested (Table 5.1); this is an indication of the 
extent of market expansion by established carriers. 


While the total number of applications in 1989 was 
about 10 per cent lower than in 1988, entry levels 
should be considered in relation to specific 
circumstances and reporting requirements prevailing in 
the different jurisdictions. 


The relatively high number of applications for Quebec 
is partly accounted for by a re-licensing program which 
was in effect from January 1988 to June 1989; as well, 
about 50 per cent of the applications relate to 
operating authorities not subject to the public interest 
test (such as temporary licences, contract carriers, 
owner/operator authorities). In Ontario, a large 
proportion of applications submitted in 1988 were not 
processed until 1989, following resolution of a 
jurisdictional dispute and passage of new provincial 
legislation. 


TABLE 5.1 

Applications by Carrier Domicile 1989 
Carrier 

Domicile Nfld PEI N.S. N.B. Que. Ont 
Resident 23 14 12 Osan O40 311936 
Other Cdn. 

Jurisdiction 95 109 184 294 1,514 500 
U.S. 9 8 21 52 879 418 
TOTAL 12741131 277 453 5,941 2,854 
Notes: 


Quebec: reflects licences issued during 1989 and does not necessarily correspond to applications received during this period: 


Trucking Services 


Of carriers consulted for the second Annual Review, 
16 per cent fewer reported seeking operating 
authorities in 1989 compared to 1988. Broadly-based 
carriers (i.e. those operating intra-provincial as well as 
extra-provincial domestic and international services) 
were the most active in applying for licences. The 
number of applications by U.S.-based carriers also 
more than doubled in 1989, to 1,819 from less than 
800 a year earlier. 


While new carriers continue to enter the industry 
(mainly in regionally-based truckload markets, both 
domestic and international), the major source of 
competition, according to the carriers consulted, 
derives from territorial expansion and market 
diversification of established carriers. 


In the less-than-truckload (LTL) sector, there was little 
in the form of new entry on a broad regional or national 
scale. The major LTL carriers, however, were heavily 
engaged in rationalization of operations to achieve 
better economies of scale and improve efficiency 
levels. Companies such as Cabano Expéditex, Federal 
Industries Transport Group, and Glengarry Transport 
took action to reduce overhead and overcapacity in 
terminal operations, eliminate duplicate facilities 
(resulting from mergers) and consolidate company 
units. 


Man. Sask. Alta. B.C. Yk. NWT TOTAL 
131 226 267 430 14 n/a 6,768 
202 333 335 386 49 n/a 4,001 

59 73 147 149 4 na 1,819 
392 632 749 965 67 n/a 12,588 


’ 


includes temporary licences & licences granted to sub-contracting carriers and other categories not subject to public interest 
test. Carriers holding licences issued prior to January 1988 were required to apply for new operating authorities by June 1989. 


Ontario: comprises statistics for the period beginning January 30, 1989; applications that request one or more operating 
authorities are issued as one licence which includes any previously existing operating authorities. 


n/a: not available 


Source: Information provided by provincial and territorial licensing authorities. 
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In the truckload sector, expansion through acquisitions 
and mergers, and broader operating authorities were 
evident in virtually all regions and among a wide range 
of carriers. Carrier initiatives in this area were 
prompted by the need for improved balance in traffic 
flows through greater market coverage and increased 
market share. 


These strategies have resulted in the formation of 
larger trucking firms and the demise of some carrier 
entities. However, there was no indication from 
shippers (using LTL and truckload services) that any 
significant deterioration of service was taking place in 
either the extra-provincial or international markets. 
Less than five per cent of shippers indicated that 
reduced entry controls had a negative effect on the 
availability of carriers or the level and quality of service 
in 1989. The broader more comprehensive networks, 
arising out of consolidations and other carrier 
initiatives, provided shippers with logistical and 
administrative efficiencies. However, some shippers 
have noted the potential, in the long term, for less 
competitive service should the tendency towards 
increased consolidations become more pronounced. 


From a Carrier perspective, the sustained level of 
activity in mergers and acquisitions throughout the 
industry has resulted in the consolidation of some 
carrier entities; however, this does not appear to have 
significantly curtailed overall operations. Still, a general 
slowdown in the economy coupled with higher interest 
rates and overcapacity in the trucking industry resulted 
in a reduced level of demand for new equipment. 
Conforming to the trend in the United States, Canadian 
sales of new Class 8 vehicles dropped five per cent in 


1989 after posting a 10 per cent increase a year earlier. 


The structural changes observed reflect responses to 
overcapacity and organizational inefficiencies. Despite 
a general perception within the industry that mergers 
are likely to continue in coming years, most truckload 
segments were considered too diverse and competitive 
for any carrier to exert controlling pressure on 
operating conditions. In the LTL sector, the impact of 
increased concentration among the major carriers was 
Offset by an expansion in operating authorities. 


Structural Shifts 


Broader entry into domestic and transborder markets 


allowed carriers more balanced traffic flows. 


Carrier strategies, in adjusting to more competitive 
market conditions, have resulted in changes to route 
patterns and rate structures. 


Trucking Services 


Rate structures in the trucking industry have 
traditionally been based on "headhaul" traffic, or traffic 
which by its nature generates a primary demand for 
trucking services. (Ontario westbound freight would be 
considered headhaul with return commodity loads 
generally considered "backhaul"). Because capacity 
exceeds demand in a backhaul situation, rates have 
generally been much lower. 


The level of new entrants and expansion in the 
operations of existing carriers has kept the backhaul 
requirements of carriers strong -- a situation which has 
benefitted shippers. 


The need for balanced payloads to compensate for 
more competitive rates, coupled with the flexibility 
provided by broader operating authorities, has led 
Carriers to implement triangular route structures; this 
involves the coordination of domestic and transborder 
movements. Through triangulation, carriers are 
reducing their dependence on low backhaul rates as 
they seek to position themselves to be, as much as 
possible, in a headhaul situation. 


In transborder trucking operations, reduced entry 
controls have resulted in increased market penetration 
by U.S. truckload carriers (particularly in the Ontario 
and Quebec markets). At the same time, Canadian 
carriers have expanded their operations in the United 
States. Canadian carriers have adopted this strategy in 
response to a number of factors, namely: 


* increased scope for north/south flows arising from 
Canada-U.S. Free Trade Agreement; 


* continental orientation of some major Canadian 
firms; 


e the need to balance loads in transborder 
movements; 


* cost differentials, including taxation differences. 
Owner/Operators 


The level of utilization of owner/operators among 
carriers appears to be levelling off. 


The tendency towards increased usage of 
owner/operators which emerged over the last decade 
appears to be stabilizing. Of total distances travelled 
(by owner/operators and company drivers) during a six 
month period in 1989, owner/operators accounted for 
37 per cent, down from close to 43 per cent in the 
corresponding period a year earlier. On a regional 
basis, the most notable decreases occurred among 
carriers based in Ontario and Alberta (Figure 5.1). 
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FIGURE 5.1: OWNER/OPERATOR SHARE 
OF TOTAL DISTANCES TRAVELLED 
1988* VERSUS 1989* 
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Source: Statistics Canada 


Some of the changes in the provincial distributions, 
however, result from changes in the province of 


domicile of the carrier following mergers or acquisitions. 


Nearly one-quarter of the carriers consulted for the 
1989 Review indicated that they were using fewer 
owner/operators than in 1988. Among the larger 
carriers (operating over 500 tractors), only one of the 
10 carriers consulted indicated increased usage of 
owner/operators while four carriers reported lower 
numbers of owner/operators (Figure 5.2). 


Carriers cited the need for increased flexibility over 
equipment allocation, scheduling and productivity 
initiatives as factors for shifts towards company 


drivers. In other cases, lower usage of owner/operators 


reflects the carrier's rationalization program. 


Market Exit 


The number of reported bankruptcies was slightly 
lower in 1989. 


The level and nature of bankruptcies in the Canadian 


trucking industry in 1989 did not differ significantly from 


the situation in recent years. The vast majority of 
bankruptcies occurred in small enterprises operating 
local transportation services outside the scope of the 
regulatory reforms prescribed by the MVTA. 


Trucking Services 


FIGURE 5.2: CARRIER UTILIZATION OF 
OWNER/OPERATORS - BY SIZE GROUP 
1989 VERSUS 1988 
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The number of business bankruptcies reported in 
trucking totalled 381 cases in 1989, down slightly from 
394 cases a year earlier (Figure 5.3). 


FIGURE 5.3: NUMBER OF CASES OF BUSINESS 
BANKRUPTCIES REPORTED FOR TRUCKING 
1980 - 1989 
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Liabilities of trucking firms reported bankrupt in 1989 
amounted to $55.5 million compared with $37.9 million 
in 1988. Consistent with the pattern of previous years, 
about 90 per cent of the bankrupt firms reported 
liabilities of less than $200,000. Five firms reported 
liabilities of over $1 million, the largest of which was an 
Ontario-based general freight carrier. Two of the firms 
were based in Quebec, two in Ontario and one in 
British Columbia. Together these firms accounted for 
about one-third of total liabilities. 


On a regional basis, Ontario and Alberta showed 
notable decreases in the number of bankruptcies over 
1988 while New Brunswick and Quebec registered 
increases (Figure 5.4). 


FIGURE 5.4: NUMBER OF CASES OF BUSINESS 
BANKRUPTCIES REPORTED FOR TRUCKING 
1989 VERSUS 1988 
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It should be noted though that the number of 
bankruptcies reported may be an incomplete measure 
of the nature and scope of market exit in the industry. 


Other forms of "market exit", which may be less 
subject to official reporting, also have an impact on the 
number of carriers operating in the market place; 
included in this category are liquidations, firms in 
receivership, and operational adjustments (such as 
shifts to the United States). 


Trucking Services 


COMPETITION 


Shippers continued to benefit from a strong 
competitive environment in 1989. 


Close to one-third of shippers in markets covered by 
extra-provincial carrier services reported an increase in 
the number of trucking firms competing for their traffic. 
Alternatively, about 63 per cent of shippers indicated 
little or no change in the level of competition, while 

six per cent noted decreases (Figure 5.5). Generally, 
changes in the provision of service were related to the 
level of economic activity and demand, degree of 
overcapacity, entry in the trucking industry, and carrier 
rationalization and consolidations. 


FIGURE 5.5: CHANGE IN 
LEVEL OF COMPETITION 
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It is in inter-provincial truckload services that the 
proportion of shippers reporting increases in the 
number of competing carriers was highest 

(38 per cent) followed by international services with 
32 per cent. A greater proportion of shippers reported 
increases in the level of competition in the truckload 
than in the LTL sector (Figure 5.6). 
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FIGURE 5.6: CARRIERS COMPETING 
FOR SHIPPERS’ TRAFFIC 
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Domestic 


Faced with increasing competition in main corridors, 
regional and national carriers have expanded into 
lower density markets. 


On a regional basis, the degree of competition in 
truckload services was more pronounced in central 
Canada, where a majority of shippers in both Ontario 
and Quebec reported increases in the number of 
available carriers (Figure 5.7). 


The proportion of shippers reporting increased 
competition was also very strong in Alberta and British 
Columbia (at about 45 per cent). Slightly more than 
one-third of shippers in Manitoba and Saskatchewan 
indicated more carriers were competing for their traffic. 
The relatively lower degree of competition in the 
Atlantic region reflects widespread acquisitions and 
consolidations coupled with sluggish demand for 
transport services in the fish products industry. 


There was a sustained level of expansion by 
established carriers from other regions into Quebec in 
both the truckload and LTL sectors, including courier 
and small parcel services. The resumption of full-scale 
licensing operations by provincial authorities in Ontario 
in early 1989 resulted in new entry and expanded 
operations by established domestic and U.S. carriers. 
In Western Canada, competition was particularly 
strong on the Calgary-Vancouver corridor. 


Trucking Services 


FIGURE 5.7: LEVEL OF COMPETITION 
INTER-PROVINCIAL SERVICES 
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TRUCK/RAIL COMPETITION: — 
THE TRUCKING PERSPECTIVE > 


Regarding claims by the railways of policy 
inequalities between truck and rail, the trucking 
Industry eens that: 


: trucks pay their fair share of road costs, 
particularly on major inter-city highways in 
markets where truck and rail compete; _ 


the railways’ financial problems are not due 
to alleged unfair competition from trucking 
but rather to regulatory const alls on 
railways; 


increasing market share of trucking is due 
largely to service requirements and 
shippers’ preferences; 


restrictive weights and dimensions for 
trucking would create unwarranted market 
inefficiencies with no safety advantages; 


overall taxation policies more compatible 
with the United States would alleviate 
financial pressure on both the trucking and 
railway modes in Canada. 


Me 


Carriers noted that while new entrants in the LTL 
sector were few and that some of the major carriers 
were implementing substantial rationalization and 
consolidation programs, the territorial expansion of 
regionally-based carriers continued to provide an 
effective degree of competition in most areas, 
compatible with the service requirements of shippers. 


In both truckload and LTL services, regional and 
national carriers, faced with increasing competition and 
limited growth potential in traditional domestic markets, 
particularly on main corridors, have begun to operate 
in lower density, less mainstream markets. An 
emerging source of competition for carriers in 
long-haul markets is the introduction of new intermodal 
services by the railways in the form of double-stack 
container trains. 


On the demand side, these developments are 
underscored by an increasing use of "core carrier" 
strategy by shippers, whereby large portions of a 
shipper’s traffic are allocated to fewer carriers 
operating broader networks and offering 
comprehensive services. 


The loss of traffic in the transborder market has also 


prompted some Ontario-based carriers to expand into 
areas previously served by more locally-based carriers. 


Transborder 


There was strong penetration by U.S.-based carriers in 


key transborder markets. Ontario-based carriers 
continued to shift truckload operations to the United 
States. 


The level of competition in the transborder sector 
shows considerable variations by region, consistent 
with the importance of regional transborder trade flows. 


In 1989, the highest proportions of shippers reporting 
increased competition are found in the largest 
transborder markets: Ontario, Quebec, British 
Columbia and Alberta, which together accounted for 
over 94 per cent of total import and export trade in 
value terms. In Ontario, two-thirds of the shippers 
indicated that the number of carriers competing for 
their truckload traffic increased in 1989; similarly, 
Ontario reported the highest level of competition in LTL 
services (Figure 5.8). 


In the Atlantic region, while there were few new 
entrants in the transborder sector, rate competition 
intensified particularly towards the latter part of 1989 
due to lower volumes of traffic in food products. 
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FIGURE 5.8: LEVEL OF COMPETITION 
INTERNATIONAL SERVICES 
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The transborder sector was subject to entry by 
U.S.-based carriers. A majority of carriers, operating 
transborder services, who were consulted for the 1989 
Annual Review in Quebec, Ontario, Manitoba and 
British Columbia, indicated increased competition from 
U.S.-based carriers (Figure 5.9). 


FIGURE 5.9: CARRIERS WHO INDICATED INCREASED 
COMPETITION FROM U.S. CARRIERS 
IN TRANSBORDER ACTIVITIES 
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Representing the major part of the national transborder 
market in close proximity to major U.S. centres, 
Ontario experienced a high influx of new U.S. entrants, 
including large American carriers. 


In addition to the size of the market, a number of 
factors underlie the strong entry by U.S. carriers, 
particularly in central Canada: 


(1) Large U.S. carriers are being pressured in 
long-haul markets by intermodal initiatives of 
U.S. railways (such as double-stack container 
trains running from the West coast to the 
mid-West); as a result, these carriers have turned 
to short-haul and regional (including transborder) 
markets to compensate for lower volumes in 
long-haul traffic. 


(2) Both Canadian and U.S. trucking firms are 
positioning themselves to take advantage of 
increases in transborder traffic flows which are 
expected to be generated as manufacturers and 
producers adjust to the provisions of the 
Canada-U.S. Free Trade Agreement. 


(3) The relative proximity to the U.S. of a major 
portion of the Canadian general freight market 
(mainly in southern Ontario and Quebec) allows 
U.S. carriers to operate transborder services 
largely as an extension of broader domestic 
networks. 


(4) The rise of the Canadian dollar in the last three 
years, relative to the U.S. currency, made the 
use of U.S.-based carriers a more attractive 
option for Canadian shippers moving southbound 
freight. At the same time, the rate of exchange 
would be disadvantageous to Canadian-based 
Carriers soliciting U.S. freight. Compared to 1987, 
the value of U.S. revenues derived from 
transborder operations, other factors being equal, 
would be almost 10 per cent lower for a 
Canadian-based carrier in 1989. 


Canadian carriers, principally Ontario and 
Quebec-based, faced strong price competition from 
large scale U.S. carriers, particularly on volume 
shipments in auto parts and newsprint. Shippers 
appear to be clearly benefitting from increased 
competition, with rate differentials between U.S. and 
Canadian carriers in the order of 10 to 20 per cent. 
Losses in market share and consequent reductions in 
operations were reported by Canadian carriers in 
1989, raising questions regarding the competitive 
viability of Canadian carriers in transborder operations. 


Trucking Services 


The trucking industry has identified a number of factors 
which may contribute to a competitive imbalance 
between Canadian and U.S. carriers in transborder 
activities. These imbalances relate mainly to cost 
structure and operating logistics. 


Inthe U.S., a more accelerated depreciation schedule 
on equipment is permitted, both for tractors and 
trailers. While some Canadian carriers have indicated 
that the Canadian schedule allows some flexibility 
regarding tax liability not provided for in the U.S. 
schedule, the overall assessment of carriers is that the 
U.S. depreciation rates are more advantageous from a 
cash-flow perspective. Additionally, the corporate tax 
rate is considered to be lower in the United States. 


Labour costs are also perceived to be lower, though 
these may vary according to region, 
driver/owner-operator mix, and length of haul. The cost 
of equipment is estimated to average about 

10 per cent less in the United States. 


Finally, the logistics of transborder operations in the 
key central markets are such that a U.S. carrier can 
effectively offer lower long-haul rates for what may be 
essentially short-haul routes, by integrating the 
transborder portion as part of a broader domestic route 
structure. 


The Canadian-based carrier, however, is faced with 
logistical and marketing obstacles in attempting to 
penetrate broadly into the United States. Long distance 
penetration significantly increases the potential for 
empty or uneconomic miles on the return or backhaul 
portion. While some Canadian carriers have taken 
measures to counteract this problem by establishing 
bases of operation in the U.S., entering into feeder 
arrangements with U.S. carriers, and using freight 
brokers, the Canadian-based transborder carrier 
typically operates in the higher cost structure 
associated with short-haul markets. 


It is difficult to provide a precise measure of the overall 
impact of these factors on the operating cost structure 
(as these will vary by size of carrier and market 
segment). Yet carriers indicated that the lower bid 
quotes in 1989 by U.S. carriers are indicative of 
operating cost differentials. 


As a result of these factors, a number of Ontario-based 
carriers have shifted at least part of their operations to 
bordering U.S. states to take advantage of some of the 
cost differential. Of carriers consulted for the 1989 
Review, the vast majority of Canadian-based carriers 
operating in the Ontario transborder market indicated 
that they had undertaken or considered moves to the 
United States. 
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Private Carriers 


Competition from private carriers in for-hire activities 


was stable. 


Private carriers are primarily involved in the transport 
of their own goods (as in the case of a manufacturer or 
retailer). However, a number of private carriers have 
also obtained a licence to offer services on a for-hire 
basis. 


About one-quarter of carriers consulted for the 1989 
Review indicated increased competition from the 
for-hire activities of private carriers, though less than 
one-half of this group experienced any loss of traffic. 
For-hire carriers indicated that competition from private 
carriers derives mainly from the latter’s requirement for 
return loads, mostly in general freight and particularly 
in the food products and retail sectors. To the extent 
that freight is appropriated by private carriers, payloads 
and rate levels of for-hire carriers are affected 
particularly in lower density and more remote areas. 


Carriers have noted that some large shippers are 
reducing their involvement in trucking activities, 
typically in sectors where safety and environmental 
factors prevail such as liquid bulk. Overall among 
Carriers, there were increased expectations for shifts 
away from private trucking given the level of 
competition and service availability in for-hire services 
as well as the more comprehensive enforcement of the 
safety provisions of federal and provincial transport 
legislation. 


Nevertheless, the use of the services of private carriers 
was fairly widespread during 1989. Over 40 per cent of 
shippers using truck services to handle all or part of 
their traffic reported using private carriers in 1989, 
roughly the same proportion as in 1988. About 
one-quarter of shippers with a fleet of owned or leased 
equipment indicated an increase in fleet size in 1989, 
while eight per cent reported a reduction in fleet size. 
Close to one-half of private carriers possessed an 
extra-provincial operating authority in 1989. 


Trucking Services 


TRUCKING OPERATIONS 


Traffic 


A majority of shippers and carriers reported moderate 
increases or stable demand for trucking services in 
1989. 


The shippers’ survey indicated that user demand for 
trucking services increased on average by close to 
four per cent. While a majority of shippers indicated 
that their level of demand for trucking services did not 
change significantly in 1989, close to one in four 
shippers reported that their use of trucking services 
had increased, in many cases by more than 

10 per cent. These changes stemmed from market 
conditions, availability of service, and modal shifts. 
Alternatively, truck use decreased for about 

five per cent of shippers. 


Of the carriers consulted in 1989, close to one-half of 
those providing truckload services reported that the 
volume of shipments had increased at least 

five per cent over 1988. Less than one-third of carriers 
experienced a decrease in traffic. In terms of size, 
proportionally more smaller and medium-size carriers 
showed gains in traffic than did larger carriers 

(Figure 5.10). As well, fewer larger carriers reported 
increases in traffic in 1989 than in 1988. 


FIGURE 5.10: TL CARRIERS REPORTING 
TRAFFIC GAINS, BY SIZE OF FLEET 
1988 VERSUS 1989 
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Carriers’ traffic gains are largely due to territorial and 
market expansions made possible by broader 
operating authorities. Traffic gains reflect carrier 
strategies to increase payloads, balance traffic flows 
and reduce empty miles. Increased market share was 
achieved mostly at the expense of other trucking firms, 
though in one-third of the cases, the source of gain 
was railway traffic. For a number of carriers, increased 
market share was attained through mergers and 
acquisitions. 


In the LTL sector, slightly more than one-half of 
Carriers registered increases of five per cent or more in 
volume of shipments; only one in eight LTL carriers 
consulted reported any significant decline in traffic. In 
most cases, decreases in traffic levels reflect internal 
rationalization of operations. Gains result largely from 
increased market coverage and consolidations. 


A number of carriers indicated little or no change in 
volume of shipments. The overall balance in traffic for 
these carriers reflects the result of losses in traditional 
markets offset by gains in new markets or areas 
through the broader provision of direct services. 
Regionally-based carriers lost some interline traffic as 
a result of increased provision of direct services by 
domestic carriers exercising broader operating 
authorities. For shippers, direct services mean less 
handling of freight and reduced transit times. 


Increased entry by U.S.-based carriers, particularly in 
Ontario, resulted in the loss of previously interlined 
traffic. In other regions (such as Quebec and the 
Atlantic provinces), interline arrangements continue as 
a viable option. 


Impact 


Regulatory reforms allowed carriers a broader, more 
flexible scope of operations; concerns were expressed 
about uniform implementation of the National Safety 
Code. 


In assessing the impact of reduced entry controls (in 
respect to factors such as availability of carriers, rates, 
and quality of service), shippers’ reactions were 
generally favourable. 


Following a similar pattern as last year, less than 
one-third of carriers considered the impact of 
regulatory reforms on their operations as positive 
(Figure 5.11). A slightly lower proportion of carriers 
indicated that the impact of regulatory reforms had 
been positive in respect to the industry in general. 


Trucking Services 


FIGURE 5.11: IMPACT OF REGULATORY REFORM 
CARRIERS’ ASSESSMENT 
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Except for Manitoba’s more restrictive interpretation of 
the legislation (and consequent processing delays), the 
entry process ceased to be a contentious issue in 1989. 


Carriers indicated that reduced entry controls resulted 
in an environment more suitable to market forces and 
more conducive to improved productivity. Broader 
scopes of operations allowed for better balancing of 
traffic flows and consequently increased operational 
efficiency. In the short term, carriers perceived benefits 
from expanded markets, more flexibility, and less 
regulatory interference; in the long term, a stable 
environment was contingent upon uniform 
implementation of the National Safety Code (NSC) 
across jurisdictions and equitable enforcement among 
carriers. Carriers expressed concern that the potential 
for improvements and efficiencies inherent in the 
federal legislation was not materializing due to the 
uneven implementation of the NSC. Underlying the 
carriers’ negative assessments of the impact of 
regulatory reforms to date were the effects of 
widespread overcapacity and increased competition. 


Concerns were also expressed by owner/operators 
regarding the impact on their financial viability of the 
sustained degree of rate competition among carriers. 
According to the results of a limited survey of members 
of a national owner/operator association, over one-half 
of the owner/operators received lower rates for 
line-haul transport in 1989 than they did in 1988. 

Forty per cent of the owner/operators reported that 
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their rates had remained about the same, despite 
increasing costs, while five per cent of the respondents 
indicated that rates had risen in 1989. 


On a regional basis, the majority of carriers consulted 
in the Atlantic provinces, in Saskatchewan, and in 
Alberta indicated that regulatory reforms were either 
positive or had no detrimental consequences on their 
operations or the industry in general (Figure 5.12). In 
contrast, Ontario-based carriers were mostly negative 
in their assessments: their views reflecting increased 
entry of extra-provincial carriers, significant market 
penetration by U.S.-based carriers in the transborder 
truckload sector and increased intra-provincial 
competition under new provincial legislation. 


In terms of size, there was a greater tendency among 
smaller carriers to consider the impact of regulatory 
reforms as positive, due mostly to expanded market 
opportunities. 


All of the major carriers (i.e. those operating more than 
500 tractors) viewed the impact of regulatory reforms 
on the industry as negative (Figure 5.13). Being more 
broadly-based, these larger carriers had more at stake 
in jurisdictional differences in the implementation and 
enforcement of the NSC. And while a significant 
number of these carriers were actively pursuing 
acquisitions and expansionary programs, they were 
also subject to market share erosion from domestic 
and international competitors. 


FIGURE 5.12: IMPACT OF REGULATORY REFORM 
ON COMPANY - CARRIERS’ ASSESSMENT 
BY PROVINCE/REGION 
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FIGURE 5.13: IMPACT OF REGULATORY REFORM 
ON COMPANY - CARRIERS’ ASSESSMENT 
BY FLEET SIZE 
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Rates 


Truckload 


Despite continued downward pressure, truckload rates 
were generally more stable in 1989. 


About one-half of the carriers consulted in 1989 
reported decreases in average unit revenue, though in 
some cases rate changes were due to shifts in traffic 
patterns and markets. In some highly competitive 
markets, lower rates were offset by higher payloads 
through better balancing of flows and triangulation of 
routes. Improved cost controls and pricing techniques 
were also implemented. 


Overall, the distribution of rate changes reported by 
Carriers corresponds closely to that reported by 
shippers (Figure 5.14). 


Though rate trends reflect a blend of factors (payload 
levels, balanced flows, distance mixes), rates 
appeared to be relatively more volatile in the general 
freight sector in comparison with specialized services 
such as liquid bulk. Ontario and Quebec carriers also 
reported strong rate competition from U.S. carriers in 
transborder truckload services. 
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FIGURE 5.14: DISTRIBUTION OF TL RATE 
CHANGES 1989/88 AS REPORTED BY 
CARRIERS AND SHIPPERS 
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As expected, the level of competition emerges as a 
key element in rate patterns across virtually all regions. 
Where there were fewer carriers competing for traffic, 
70 per cent of shippers reported increases in extra- 
provincial truckload rates compared to 45 per cent of 
shippers under conditions of increased competition. In 
international services, 65 per cent of shippers reported 
rate increases where there were fewer carriers 
competing, while only 35 per cent noted rate increases 
under more competitive conditions (Figure 5.15). 


Less-than-truckload 


Most shippers and carriers reported moderate 
increases in LTL rates. 


LTL rates were relatively stable given significant 
rationalization and the low level of new entry in this 
Sector; overall increases, in effective rate levels, were 
in the order of four per cent to eight per cent. 
Tariff-based rates continued to be subject to strong 
discounts, particularly in international lanes 

(Figure 5.16). 


The shippers’ survey showed rate movement in LTL to 
be less affected by the level of competition than the 
truckload sector. For extra-provincial domestic LTL 
traffic, the percentage of shippers reporting increases 
in rates was virtually identical regardless of whether 
there were more or fewer carriers competing for traffic 
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FIGURE 5.15: IMPACT OF LEVEL 
OF COMPETITION ON TRUCKLOAD RATES 
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FIGURE 5.16: DISTRIBUTION OF LTL RATE 
CHANGES 1989/88 AS REPORTED BY 
CARRIERS AND SHIPPERS 
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FIGURE 5.17: IMPACT OF LEVEL OF 
COMPETITION ON 
LESS-THAN-TRUCKLOAD RATES 
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than in the previous year. Only in the international 
market was there a noticeably lower proportion of 
shippers reporting rate increases under conditions of 
greater competition (Figure 5.17). 


Rates and Shippers’ Size 


Reported rate changes did not vary significantly for 


shippers of different sizes. 


In truckload markets, the proportion of larger shippers 
(i.e. those with annual freight charges greater than $10 
million) reporting rate increases was somewhat less 
than the one noted for smaller or medium size shippers 
(Figure 5.18). In LTL markets, no significant difference 
emerged in the rate trend among shippers of varying 
size as roughly the same proportion reported rate 
increases. Overall, the magnitude of rate changes 
showed little relationship to the size of the shipper in 
either the truckload or the LTL markets (Figures 5.19 & 
5.20). 
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FIGURE 5.18: RATE IMPACT 
BY SHIPPER SIZE 
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FIGURE 5.19: TL RATE CHANGES REPORTED BY 
SMALL AND LARGE SHIPPERS 
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FIGURE 5.20: LTL RATE CHANGES REPORTED 
BY SMALL AND LARGE SHIPPERS 
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Carrier-Shipper Relations 


Rates continued to dominate carrier/shipper relations 


though there was increased emphasis on 
service-related factors. 


In truckload and LTL services, carriers’ reactions to 
price competition were more tempered in 1989. 
Carriers contend that, with efficiency gains reaching 
threshold levels, they must pursue pricing policies 
geared to meeting long-term costs, including capital 
requirements for more productive equipment and 
adherence to safety standards. And while shipper 
expectations continue to be largely price-oriented, 
increasing consideration is being placed on service 
factors and broader issues such as safety and stability 
of the trucking industry. 
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Carriers and shippers reported an increased tendency 
to use a tender-bid system, particularly in respect to 
transport requirements with relatively fixed parameters 
(such as quantities or delivery patterns). Shippers have 
pointed to tangible benefits in the use of this approach. 


In reacting to proposed rate increases, over 

60 per cent of shippers reported that they were 
successful in reducing or eliminating an increase either 
through negotiation or by switching to another carrier. 
Other shippers either absorbed the increase or 
adjusted the price of their goods accordingly; less than 
three per cent switched to another mode in reaction to 
a rate increase. 


About 40 per cent of shippers indicated that they used 
freight broker services; a significant portion of these 
shippers had increased their usage of broker services 
during 1989. There were no significant differences in 
degree of usage of brokers according to size of shipper. 


Overall, carriers were of the opinion that broker usage 
was increasing in the industry, particularly as a result 
of recent new carrier entrants. Among carriers 
consulted for the 1989 Review, freight brokers were 
used largely for securing return loads in the U.S. Some 
carriers advocated controls on broker activities 

(e.g. bonding requirements) to ensure financial security 
in carrier-broker dealings. 


Equipment considerations are key from both a carrier 
and shipper perspective. Because of the potential for 
direct productivity gains, there is a strong carrier 
incentive to operate the most efficient equipment, 
consistent with shipper requirements. In 1989, 

84 per cent of carriers consulted indicated that they 
had acquired new equipment mainly for replacement 
purposes. The decision by the Ontario government to 
allow longer tractor-trailer configurations was generally 
perceived within the industry as a way to provide for 
greater uniformity among jurisdictions as well as 
increased flexibility of operation in domestic and 
transborder markets. From the shippers’ perspective, 
the larger capacity available on a truckload movement 
(with either twin trailers or 53-ft trailers) would lower 
unit freight costs. 


In expanding market coverage, carriers are in a better 
position to solicit a larger proportion of a shipper’s 
traffic. At the same time, shippers are seeking to 
improve efficiency and reduce administrative costs by 
dealing with a more limited number of carriers than in 
the past. Also more prevalent are carrier initiatives in 
providing a broader scope of "value added services" 
such as computerized tracking, warehousing, 
brokerage, and systems logistics. And while close 
Carrier/shipper collaboration has existed in the high 
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service and specialty commodity segments (such as 
liquid bulk/chemicals), joint carrier/shipper endeavours 
have emerged in other segments to address questions 
of liability, safety, environmental impact and industry 
conditions. 


CARRIER PERFORMANCE 


Financial indicators for the first nine months of 1989 
point to a marginal improvement in carrier performance. 


The performance of the trucking industry was slightly 
better for the first nine months of 1989 compared to a 
year earlier. The operating ratio (operating expenses 
over operating revenues expressed as a percentage) 
of for-hire carriers for the first nine months of 1989 was 
95.5 compared to 96.2 for the corresponding period in 
1988. There were, however, indications that poorer 
results in the fourth quarter of 1989 would erode these 
gains. 


Quarterly fluctuations in the performance of carriers 
are quite pronounced, with the composite operating 
ratio ranging from a high of 99.1 in the first quarter to a 
low of 93.0 in the second. Differences among carriers 
in the reporting and allocation of some annual costs, 
however, may account for some of the quarterly 
fluctuations (Figure 5.21). 


FIGURE 5.21: OPERATING RATIOS 
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Of the carriers interviewed for the 1989 Review, about 
60 per cent indicated that their financial situation had 
improved or remained stable in 1989. Improved 
performance was due largely to increased efficiencies 
in equipment utilization and operations, improved cost 
controls and pricing strategies, rationalization of 
operations and, in some cases, slightly better rates. 
Territorial expansions resulted in better traffic 
balances; reduction of empty miles was key to stable 
or improved margins for a number of general freight 
carriers. The rationalization and restructuring of 
operations was reflected positively onthe income 
statement of some carriers, while others were still 
absorbing costs associated with mergers, acquisitions 
and expansions. 


Based on interview results, there appears to be an 
increasing reluctance for carriers to “get traffic at any 
cost"; despite the more competitive situation in the 
industry, Carriers are less inclined to provide service at 
non-compensatory rates given diminished prospects 
for cross-subsidization with more profitable payloads. 
Capital requirements for new equipment also exert 
increasing pressure for an improved rate of return. 


As a group, medium-sized carriers (i.e. those operating 
between 100 and 200 tractors) appear to have fared 
less well than smaller or larger carriers in adapting to 
changing conditions in the industry. While more than 
60 per cent of the medium-sized carriers consulted 
reported a deterioration in their financial condition in 
1989, less than 40 per cent of the smaller and larger 
Carriers experienced a similar situation. At the same 
time, less than one-third of the medium-sized carriers 
indicated that they had met or exceeded their current 
year financial projections for 1989 (Figure 5.22). 


Among the carriers consulted, there was little 
difference in the overall assessment of financial 
situation by type of operation. Regionally, however, the 
proportion of carriers reporting some deterioration in 
their respective financial condition was most 
pronounced in Ontario and Quebec, where about 
one-half of the carriers consulted indicated that their 
financial situation had worsened in 1989. Carriers 
operating transborder services noted that some losses 
were incurred in the latter part of 1989 due to highly 
competitive pricing by U.S.-based carriers, but that the 
impact would not be fully reflected until 1990. 


The performance of the 40 largest carriers in Canada, 
including 27 general freight carriers, though consistent 
with the overall trend, is slightly below that of the 
industry as a whole; in the aggregate, the operating 
ratio of the large carriers averages about 1.5 points 
above the industry composite in 1989. This reflects the 
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FIGURE 5.22: FINANCIAL SITUATION - 1989 tighter margins inherent in the more competitive 
BY CARRIER SIZE markets served by these larger carriers. 
vox, 20! Reporting Carriers In comparing recent Canadian and U.S. results, the 


performance of the 40 major Canadian carriers and the 
top 100 U.S. carriers both registered a slight 
deterioration. Nevertheless, the operating ratio of the 
top U.S. carriers is still slightly more favourable than 
that of the major Canadian carriers (Table 5.2). 
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CANADIAN 
INTERNATIONAL 
LINER TRADE 


HIGHLIGHTS OF 1989 


SCEA Had Little or No Impact 


"Little or no effect" was again the consensus among 
Canadian shippers, international freight forwarders, 
and shipping conferences in describing the impact of 
the Shipping Conferences Exemption Act, 1987 
(SCEA) on their respective operations in 1989. 
Shippers and forwarders expressed disappointment 
that the legislation had still not improved their 
bargaining position with conferences. Conferences 
were also dissatisfied with some aspects of the 
legislation. 


A Dearth of Service Contracts in Effect 


Service contracts, as a potential pricing option 
available to Canadian shippers, moved closer to 
extinction in 1989. Although two more conferences 
employed service contracts in 1989 than in 1988, only 
five in total were filed with the Agency. The meagre 
number of filings appeared to be a function of trends in 
freight rates in Canadian liner trade, the reliance of a 
large number of Canadian shippers on freight 
forwarders for transportation arrangements, shippers’ 
unfamiliarity with available rate options, and prevailing 
policies of conferences serving Canada regarding the 
use of service contracts. 


Little Change in the Impact of 
Independent Action From Previous 
Year 


The use of independent action (I/A) did not significantly 
increase in 1989. With the exception of the 
Transpacific route where I/A has been used 
extensively, this SCEA provision has met with only 
limited use on other liner trade routes and has not, as 
expected, emerged as a generally effective 
mechanism for increasing price competition among 
member lines of conferences or as a rate option readily 
available to Canadian shippers. 
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Shippers and Forwarders still 
Unfamiliar with SCEA 


Canadian shippers and freight forwarders showed no 
improvement in their knowledge of the provisions and 
objectives of SCEA. The Agency’s annual surveys of 
these groups in 1989 revealed that over two-thirds of 
shippers and one-half of forwarders responding were 
still unfamiliar with the legislation. 


Appearance of Discussion/Bridging 
Agreements in Canadian Liner Trade 


Canadian liner trade saw the introduction of discussion 
and bridging agreements between conference lines 
and non-conference lines. Several agreements were 
filed in 1989. 


Completion of FMC’s Review 
of U.S. Shipping Act of 1984 


The Federal Maritime Commission delivered its report 
on the five year review of its premiere shipping 
legislation to Congress in September 1989. The 
report’s findings and any resulting amendments to the 
U.S. Shipping Act of 1984 will undoubtedly have some 
implications for Canadian liner trade and may be a 
factor in the 1992 comprehensive review of SCEA, as 
some of the latter's provisions were modelled on the 
American legislation. 


OOCL Leaves Transpacific 
Conferences 


Orient Overseas Container Line (OOCL), one of the 
world’s largest container lines, resigned from both the 
Transpacific Westbound Rate Agreement (TWRA) and 
the Asia North America Eastbound Rate Agreement 
(ANERA) in early 1989. OOCL continues to operate in 
this trade primarily as a non-conference carrier but 
remains a signatory to the Transpacific Stabilization 
Agreement. 


Transpacific Stabilization Agreement 
Renewed 


The Transpacific Stabilization Agreement (TSA), filed 
with the Agency in 1989, and to which most major 
conference and non-conference carriers in the 
Transpacific trade are signatories, has been renewed 
for 1990. 
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REGULATORY REFORM 


Use of service contracts exempted under SCEA; 
conference member lines given mandatory right to take 
independent action. 


On December 17, 1987 the federal government 
enacted the Shipping Conferences Exemption Act, 
1987 (SCEA). The primary objective of SCEA remains 
the same as that of its predecessor, the Shipping 
Conferences Exemption Act, 1979, namely, to exempt 
certain practices of shipping conferences serving 
Canada from the provisions of the Competition Act. 
Non-conference shipping lines do not fall within the 
scope of SCEA. The legislation also encourages 
transparency in conference operations in Canada by 
requiring conferences to file information concerning 
rates charged and conditions of service with the 
Agency. 


As one of the requirements of SCEA, a conference 
must file its basic agreement with the Agency. The 
legislation expressly forbids conferences from 
collectively negotiating freight rates with inland carriers 
or engaging in predatory pricing. 


The new Act introduced a number of features designed 
to clarify and narrow exemptions enjoyed by 
conferences, provided a more equitable balance 
between the interests of Canadian shippers and 
shipping conferences, and increased the scope for 
price competition among member lines of conferences. 
Major additions to SCEA included the mandatory right 
of member lines of conferences to take independent 
action and the treatment of the use of confidential 
service contracts by conferences or their member lines 
as an exempted practice. As a corollary to this 
exempted practice, conferences retained the right to 
establish terms and conditions associated with the use 
of service contracts. Another major revision to the 
legislation prohibits conferences from demanding a 
commitment of 100 per cent of a shipper’s cargo under 
a loyalty contract. SCEA also provides mechanisms 
for investigating complaints involving conferences 
when practices they employ result, by a reduction in 
competition, in an unreasonable reduction in service or 
increase in transportation costs. 
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TERMS USED IN LINER TRADE 
Conference 


Group of ocean carriers providing liner services 
on common trade routes who collectively agree 
on rates and conditions of service. 


Liner Service 


Vessels Se on fixed fiirerartés and/or 
regular schedules on fixed trade routes. Liner 
services, which generally exclude the - 
movement of bulk commodities, may be 
provided by conference or non-conference 
(independent) Shipping lines. 


Service Contract 


Agreement by which a shipper commits a 

certain minimum volume of cargo over a fixed 
time period to (a) conference member line(s) in _ 
exchange for a rate lower than the standard 
conference rate and/or a defined service level. 


Loyalty Contract : 


Agreements in which enipnets obtain lower 
rates from members of a conference in _ 
exchange for committing all or a fixed 
proportion of their cargo to the conference” Ss 
member lines. : 


Independent Action (VA) 


Action by a conference member line of setting a 
rate or service item different from the 
conference’s existing tariff provisions. SCEA 
provides for the taking of I/A by any member 
line subject to informing the conference which 
cannot demand more than 15 days notice of the 
action. 


INDUSTRY STRUCTURE 


No change in the number of tariff filing conferences; 
discussion and bridging agreements filed with Agency 
for first time. 


There was no change in the effective number of tariff 

filing conferences serving Canada in 1989. Figure 6.1 
does show a decrease in tariff filing conferences from 
32 in 1988 to 30 in 1989, but this is solely attributed to 
a change in the method of counting conferences. The 
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FIGURE 6.1: CONFERENCES SERVING 
CANADA AS OF DECEMBER 31 
OF EACH YEAR 
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classification of the remaining three sections of the 
Inter-American Freight Conference into one accounted 
for the net loss of two conferences in 1989. 


Canada's east coast saw its number of conference 
services reduced to 17 in 1989 from 21 in the previous 
year, while the number of conferences serving 
Canada's west coast remained steady at nine. 
Conferences serving both coasts in 1989 totalled four, 
up from two in the previous year. Of the 30 tariff filing 
conferences, 14 carried Canadian exports, 11 moved 
Canadian imports and five carried both import and 
export trade. 


On major trade routes, the number of conferences 
serving Canada remained steady from 1988 to 1989. 


Some 59 shipping lines were members of tariff filing 
conferences operating in Canadian liner trade in 1989, 
with 26 of these lines holding membership in more 
than one conference. 


The Eastern Canada/Australia - New Zealand 
Conference (ECANZ) added two new member lines in 
September of 1989 and changed its name to the 
Canada/Australia-New Zealand Association of Carriers 
(CANZAC). 


The Agency received and accepted for filing, for the 
first time in 1989, five agreements -- three discussion, 
one bridging, and one capacity reduction (see box on 
next page). These agreements, coupled with the 30 
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tariff filing conference agreements, and the one 
inter-conference agreement between outbound 
Canadian east and west coast conferences to 
Australia, brought the total number of SCEA related 
agreements on file to 36 in 1989. 


Although international liner shipping remains dynamic, 


few significant changes in the number of conferences 
and their memberships occurred in Canadian liner 
trade in 1989. 


CONFERENCE OPERATIONS 


Importance of Conferences in 
Canadian Trade 


Liner tonnage increased in 1988. 
In terms of total freight tonnage carried, marine 
continues to be the single most important mode of 


transport in Canadian trade. Canadian shippers rely 
heavily on the marine mode as a key link in the 


DISCUSSION AND BRIDGING 


AGREEMENTS ACCEPTED FOR FILING 


UNDER SCEA 


1989 saw the introduction of discussion and 
bridging agreements in Canadian trade. The 
Agency, as the administrator of SCEA, accepted 
the following agreements for filing: 


Transpacific Stabilization Agreement (TSA) 


Canada/Caribbean Shipowners’ Association 


East Canada/Caribbean Discussion 
Agreement 


U.S./Middle East and Indian Subcontinent 
Discussion Agreement 


Caribbean Bridging Agreement 


The scope of these agreements between 
conference and non-conference shipping lines is 
varied. Most focus on general matters, such as 
the initiation of a dialogue, the discussion of 


trade conditions, service levels, and major events 


and their implications. However, the TSA Is very 
specific, reducing the available carrying capacity 
on its trade route in an attempt to stabilize rates 
and improve profitabilty in the short-to-medium 
term. 


international transportation chain enabling their exports 
to penetrate overseas markets, and assuring the timely 
delivery of products from abroad to Canadian 
importers. 


Bulk shipments dominate Canadian trade, consistently 
accounting for the vast majority of tonnage moved in 
international waterborne commerce (over 200 million 
tonnes or 90 per cent of total tonnage). Although a 
much smaller component of total international 
waterborne trade, freight carried in Canadian liner 
services is nevertheless significant given its 
proportionately higher unit values (for example, 
containerized cargo). 


Changes in tonnages moved in Canadian liner trade 
from 1985 through 1988 (the most recent figures 
available) are seen in Figure 6.2. Non-conference 
tonnages reported in the 1988 Annual Review have 
been adjusted to exclude forest products moved by 
specialized shipping lines as the services they provide 
do not fit the liner mold which includes the carriage of a 
variety of cargoes. This adjustment resulted in an 
increase in the proportion of liner tonnage moved by 
conferences for all years. Despite the change in the 
relative proportions, both conference and 
non-conference carriers experienced growth in cargo 
volumes in 1988. 


FIGURE 6.2: CANADIAN INTERNATIONAL 
LINER TRADE 
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Conferences continued to dominate the carriage of 
Canadian liner cargo to and from the Canadian east 
coast in 1988, accounting for some 62 per cent, while 
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a greater number of non-conference carriers moved 
73 per cent of liner tonnage to and from the west 
coast. Conference cargo moving on the east coast is, 
however, overestimated to some extent, as large 
volumes of U.S.-originating-and-destined shipments 
are shipped via Montreal to and from overseas 
destinations. In contrast, liner cargo moving via 
Canada’s west coast gateway is underestimated to 
some degree as a result of the diversion of this cargo 
to U.S. west coast ports for shipment overseas. 


Service 


Number of conference services to/from Canadian east 


and west coast ports increased while non-conference 
services decreased. 


In keeping with the dynamic nature of the liner shipping 
industry, 1989 once again occasioned numerous 
adjustments to the number of conference and 
non-conference services as well as to frequencies and 
Carrying Capacities associated with these services in 
Canadian liner trade. These changes culminated in a 
general increase in the number of services provided by 
conference lines and a decline in services provided by 
non-conference operators on both Canadian coasts in 
1989 (see Table 6.1). 


Highlighting Canadian North Atlantic trade in 1989 was 
the disappearance of Yugoslav Canada and Koala 
Lines and the realignment of Italian Line’s service with 
that of Evergreen. On the Canadian west coast both 
Westwood Shipping and Compagnie Maritime Belge 
(CMB) withdrew their respective liner and container 
services to Europe while Canada Maritime and OOCL 
continued to offer landbridge services from the west 
coast to Europe via Montreal. 


The Far East trade saw the commencement of 
landbridge services by Hyundai Merchant Marine and 
Evergreen from east coast ports to the Far East via 
Seattle, the ceasing of operations of Hong Kong Island 
Lines and the sale of its vessels to the China Ocean 
Shipping Company (COSCO), and the discontinuance 
of liner services from the west coast by Hoegh and 
Star Lines. In a related development, OOCL also 
withdrew from the Transpacific Westbound Rate 
Agreement (TWRA) and the Asia North America 
Eastbound Rate Agreement (ANERA) conferences in 
March of 1989, but remained a member of the 
Japan-West Canada Freight Conference and the TSA. 


In the Australian trade, Ocean Star Line and 
Scancarriers, previously non-conference operators, 
became members of CANZAC; Hong Kong Island 
Lines withdrew its service; Knutsen Line entered into a 
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new space charter agreement; and COSCO began 
serving Australia from Vancouver via a Far East feeder 
service. 


Changes in service frequencies varied by route in 
1989. Weekly services offered by non-conference 
operators to Europe from the east coast actually 
exceeded the number advertised by conference 
operators in late 1988 and 1989, as major 
independents such as Maersk and Evergreen began 
offering services on this route. In the Australian trade, 
non-conference operators providing feeder services 
continued to offer a superior service frequency in 1989, 
while in the Far East trade weekly sailings by 
conference lines declined. Outbound transit times, 
another measure of level of service, have been 
relatively consistent in the past three years. 


Again, in 1989, many shipping lines increased their 
relative carrying capacities in the Canadian trades with 
the introduction of new and/or more economical 
equipment. Canadian east coast services saw Italian 
Line increase its container capacity by contributing two 
new container vessels to its joint service with 
Evergreen. Maersk continued to upgrade capacity on 
its Europe/North America/Far East service with the 
phasing in of its new "M" series vessels. Cast added a 
sixth conbulker (container/bulk vessel) to its fleet 
providing service between Montreal and Europe. 
Hoegh Lines, Scancarriers and Kent Line also made 
concrete moves to upgrade available capacity on 
services originating from Canada’s east coast. 


On the west coast, COSCO began to increase its 
container capacity with the introduction of new vessels; 
the Australia-New Zealand Direct Line employed three 
newly acquired roll on/roll off vessels in its joint service 
and Hoegh Lines replaced vessels transferred to its 
east coast service with three conbulkers. Other lines 
also increasing capacity in 1989 included Compagnie 
Générale Maritime (CGM), Neptune Orient, and United 
Yugoslav Line. 


While changes in carrying capacity were generally 
directed toward U.S. markets, Canadian shippers 
benefitted as well from the observed increases. 
Indeed, there were no known reports by Canadian 
shippers of insufficient cargo carrying capacity in any 
of the Canadian liner trades in 1989, and on some 
major trade routes, there was even considerable 
excess Capacity. 


There is no indication that SCEA had a significant 
impact on any aspect of the level of service offered by 
liner operators (either conference or non-conference) 
to Canadian shippers in 1989. 
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TABLE 6.1 
Number of Shipping Lines 


Marine Services 


Offering Services on Major Canadian Trade Routes 


To/From West Coast 


Canada Fall 1987 
Conference Lines 23 
Non-Conference Lines 20 
To/From Eastern Canada 

Conference Lines 23 
Non-Conference Lines 33 


Note: 


Fall 1988 Spring 1989 Fall 1989 
20 22 23 
18 15 14 
22 22 24 
33 30 29 


The three major trade routes are Canada-U.K./Continent, Canada-Pacific Rim and Canada/Australia-New Zealand. 


Figures include direct calls to Canada and services to Canada via U.S. ports and landbridge services. 


Source: Transport Canada, Level of Service in the Canadian Liner Trades, 1989. 


Tariffs 


Prevailing market conditions kept freight rates in check 


although some trades saw increases. 


Changes in conference tariffs, based on an analysis of 
tariff rates for major commodities moving on major 
Canadian trade routes, are examined below. 


Eastern Canada - Australia 


Two conferences, one inbound (Australia - Eastern 
Canada Freight Conference) and one outbound 
(CANZAC), the former with two member lines and the 
latter with four, provided liner services in this trade in 
1989. 


The inbound conference reported no general rate 
increases in 1989. Competition from non-conference 
carriers and the fact that freight rates for the principal 
commodities moving in this trade continue to be set in 
negotiations between Australian marketing boards and 
Carriers contributed to the stability of inbound rates. 
Nevertheless, these rates were subject to currency 
fluctuations as the conference quotes rates in 
Australian dollars. 


On the other hand, CANZAC increased rates generally 
by six percent. In the transition from ECANZ to 
CANZAC, the latter took the opportunity to change the 
former’s tariff structure to a port-to-port tariff, dropping 
Montreal and keeping Halifax as the only base port, 
adding a pre-carriage charge (fixed rate per container) 
to shipments from Montreal and effectively increasing 


inland tariffs to Toronto. The presence of several 
non-conference carriers on the route, however, 
assured that rates remained competitive in 1989. As 
this conference quotes in U.S. dollars, rates are again 
subject to currency exchange fluctuations. 


It would appear that prevailing market conditions, and 
not SCEA, determined freight rates in this trade in 
1989. 


Eastern Canada - United 
Kingdom/Continental Europe 


As in 1988, the same four conferences, two outbound 
(one to the U.K. and one to the Continent) and their 
inbound counterparts, operated throughout 1989. Line 
membership remained the same in all four conferences 
in 1989. 


The appreciation of the Canadian dollar led to reduced 
currency adjustment factors (CAF) which partially 
offset general rate increases instituted in 1989. As 
rates for many of the major commodities moving in 
these trades are negotiated with individual commodity 
associations and are set for up to a year, these 
commodities were not subject to the 1989 general rate 
increases (GRI) announced by the conferences. 


Both export conferences instituted two GRI’s in 1989 
compared to three in 1988. These increases totalled 
$250 per 20-foot equivalent unit or container (referred 
to as a TEU) and $350 per 40-foot equivalent unit or 
container (referred to as an FEU). A review of tariff 
rates for selected major commodities moving to the 
U.K. and the Continent revealed that none of these 
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rates were subject to the full increase and that, on 
average, increases were less than 50 per cent of the 
announced GRI’s, with some rates declining due to the 
lower CAF. 


The import conference from the U.K. instituted one 
GRI during the year of $125 per TEU and $175 per 
FEU while its continental counterpart raised rates by 
$75 per TEU and $125 per FEU. Although some 
commodity rates were subject to the maximum 
increase, again, they were partially offset by a 
reduction in the CAF. Other rates showed little, if any 
increase, while a few showed significant decreases. 


The existence of several strong non-conference 
operators in this trade prevented the conferences from 
following through with the actual proposed increases. 
However, both conference and non-conference 
operators have agreed that current rate levels in the 
trade are too low to yield an adequate return on 
investment and are contemplating a capacity reduction 
agreement similar to the TSA in an attempt to improve 
rates. 


Eastern and Western Canada - Far East 


The four conferences providing services on these trade 
routes in 1988 continued to do so in 1989. Member 
lines of the TWRA continued to provide the only 
outbound conference liner service from Eastern and 
Western Canada to the Pacific Rim, while three 
conferences -- ANERA, from the Pacific Rim 
(excluding Japan) to both Canadian coasts, and the 
Japan-East Canada and Japan-West Canada 
Conferences (JEC and JWC) -- provided inbound 
services. 


Changes in freight rates experienced in 1989 by 
Canadian shippers availing themselves of the services 
of the TWRA and ANERA -- both joint Canada/U.S. 
conferences -- and the JWC and JEC -- both 
extensions of U.S. conferences -- can be explained for 
the most part by developments in the U.S. market 
which accounts for over 90 per cent of total tonnage 
carried by these conferences. 


As in other trades, Canadian shippers were again at 
the mercy of currency exchange rate fluctuations in 
1989 as all four of the above conferences quote rates 
in U.S. dollars. The weakening of the U.S. dollar 
relative to the Japanese yen in recent years has been 
responsible for high CAF’s to and from Japan, Korea 
and Taiwan. However, in 1989, the U.S. dollar 
rebounded slightly which resulted in reduced CAF's 
charged by ANERA and the TWRA. 


Marine Services 


As a consequence, the revival of export rates, begun in 
1987, continued in 1989 as the TWRA instituted two 
GRI'’s totalling $320 per TEU, $400 per FEU, and 

21 percent for all other rates. While some commodity 
rates were increased to the maximum, most rose to a 
lesser extent, some remained the same and a few 
actually declined. However, the extensive use by the 
conference of some 2,000 independent action (I/A) 
rates offset, to some extent, the adverse effect of the 
TWRA’s rate actions on Canadian shippers. 


On the import side, ANERA raised rates by $115 per 
TEU and $150 per FEU in 1989 as a result of the 
success enjoyed by the TSA (to which all ANERA 
member lines are signatories) in reducing carrier 
overcapacity on the eastbound Transpacific trade 
route. A 56 per cent drop in the number of I/As filed 
also contributed to ANERA’s ability to reverse the trend 
towards lower rates observed in 1988. While most 
ANERA rates increased by the amount of the GRI, the 
effective increase in rates varied depending on the 
commodity carried, with some rates actually dropping 
in 1989. 


Tracking changes in the tariffs of the JWC and JEC 
proved impossible as both conferences continued to 
use "open" rates in 1989. In September, the JWC 
attempted to stabilize its rates by establishing 
minimum revenue requirements which were filed with 
the Agency. However, it is difficult to ascertain 
whether the established minimums had an effect on 
rate levels. 


Although Canadian shippers were faced with generally 
higher freight rates in 1989, significant non-conference 
(liner and non-liner) competition, tariff policies adopted 
by some conferences, and the continued use of 
independent action limited the relative increases in 
conference freight rates in the Transpacific trade in 
1989. 


EFFECTIVENESS OF SCEA IN ITS 
SECOND YEAR 


Service Contracts 
Service contracts insignificant in conference trade. 


Service contracts continued to play a minor role in 
conference trade with only five contracts, three import 
and two export, filed with the Agency in 1989; all five 
were due to expire in early 1990. This compares with 
six contracts, five import and one export, filed in 1988, 
all of which expired without being renewed. 
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The number of conferences in Canadian trade making 
use of service contracts increased from two in 1988 to 
four in 1989. However, only one conference filing a 
service contract in 1988 did so again in 1989; 
furthermore, this contract was negotiated with a 
different shipper and for a different commodity. 


The three import contracts were negotiated between 
conferences and consignees importing goods from 
Europe, while the two export contracts pertained to the 
movement of commodities from Canada to Australia 
and Europe. 


While non-conference lines are not required to file with 
the Agency, evidence also seems to indicate that there 
are very few service contracts in this sector. The only 
significant use of service contracts appears to be by 
non-liner carriers specializing in the movement of 
forest products. 


Some conferences have expressed a willingness to 
negotiate service contracts containing rate escalation 
clauses; however, shippers are unwilling to enter into a 
binding agreement containing provisions for increased 
rates. Other conferences have chosen to adopt 
policies prohibiting the use of service contracts given 
prevailing market conditions in the trades they serve. 
Also, extensive use of independent action by member 
lines of some conferences has reduced or almost 
eliminated the necessity for service contracts. A 
general unfamiliarity with service contracts as a rate 
option and the frequent use of freight forwarders by 
many Canadian shippers to arrange transportation 
overseas may also explain, in part, the lack of use of 
service contracts in Canadian trade. 


The nature and finality of service contracts in terms of 
commitments on the part of shippers and carriers, the 
volatility of world markets and the liner industry, and 
the availability of other means of negotiating reduced 
freight rates have also contributed to both parties’ 
reluctance to enter into formal and extended 
contractual arrangements for the movement of 
Canadian liner cargo. 


Independent Action 


Use of independent action did not increase significantly. 


The number of conferences making use of I/A in 
Canadian liner trade did not change in 1989 (see box 
on next page). Four conferences -- TWRA, ANERA, 
the West Coast/Middle East and West Asia Rate 
Agreement (WAME) and the American West African 
Rate Agreement (AWAFC) -- used I/A extensively on 
their respective trade routes as is reflected by the 
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considerable number of I/As taken and the significant 
tonnage they reported moving under I/A rates in 1989. 
All other conferences employing I/A in 1989 appear to 
have done so to a limited extent or selectively as 
attested by the small number of I/As filed and the 
relatively small proportion of tonnage moved under 
these rates. 


An analysis of conference tariffs revealed that l/As 
predominantly took the form of rate actions in 1989. 
Compared to standard conference rates, I/As offered 
shippers discounts ranging from a minimum of two per 
cent to a maximum of 55 per cent, averaging six per 
cent in the case of the Eastern Canada-Caribbean 
Rate Agreement (ECCRA) and 30 per cent in the case 
of the TWRA. Other I/As instituted by member lines of 
conferences consisted of premiums on the movement 
of specific and specialized commodities, clarifications 
of general conditions of carriage, service conditions 
and rates quoted by a single carrier to specific 
locations within the scope of a conference. 


The TWRA and ANERA, which carry the majority of 
Canadian imports and exports moving in Transpacific 
liner trade, made extensive use of I/A rates again in 
1989. The number of I/As taken by TWRA member 
lines is estimated to have increased by some 

27 per cent, but this is still below the number reported 
in 1987 prior to the enactment of SCEA, and many of 
those were simply extensions of I/As taken in 1988. 
TWRA member lines also continued their policy of 
adjusting most I/A rates upwards in conjunction with a 
GRI in order to maintain a constant differential 
between those rates and standard tariff rates. Froma 
shippers’ perspective, this approach had both a 
positive and negative impact; on the one hand the 
shipper still received a discount rate below the 
standard tariff, but on the other hand, still faced an 
increase as a result of the GRI. 


While ANERA member lines continued to file l/As in 
1989, they were less of a factor in the Transpacific 
eastbound trade as the number taken declined by 

56 per cent in 1989. It would appear that their use was 
significantly curtailed by the TSA, the purpose of which 
is to stabilize rates in that trade and, as such, runs 
counter to that of I/A. 


Finally, the JEC and JWC began making limited use of 
I/A rates in 1988; however, in June of that year both 
conferences declared all rates open (member lines 
were free to quote their own rates) thus effectively 
eliminating the need for I/A. This policy carried over 
into 1989 although the JWC did file "minimum revenue 
requirements" with the Agency in late 1989. In 
retrospect, trends seen in these two conferences’ rates 
seem to suggest that SCEA’s provision relating to the 
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USE OF INDEPENDENT ACTION | 
IN CANADIAN LINER TRADE 


Nine conferences reported using I/A in 1989, an 
increase of two from 1988. While four additional _ 


conferences reported taking l/A in 1989, tariff 
analysis showed that two which did not report 
in 1988, had used I/A prior to SCEA, 1987. 
Another two conferences that had used I/A in 
1988 switched exclusively to open rates in 1989. 
The net result was no change in the actual 


number of conferences using V/A from 1988 to . 


1989. 


Member lines of the following conferences, 
ranked according to the number of I/A’s taken, 
exercised their right to take VAin 1989: 


* Transpacific Westbound Rate Ag reement_ 
(TWRA) 


Asia-North America Eastbound Rate 
Ag reement (ANERA) 


American West African Rate agreement 
(AWAFC) 


West Coast/Middle East and West Asia Rate 
Agreement (WAME) 


Canadian Group Agreement 


Eastern Canada-Caribbean Rate Agreement | 
(ECCRA) 


8900 Lines Agreement 
Canada-U.K. Freight Conference 


Canadian Continental Eastbound ren 
Conference 


Of the three major trade routes analysed, only 
the Transpacific made extensive use of I/A. On 
the United Kingdom-Continental Europe route 


there were only a handful of I/A’s and none were 


reported in the Australian trade. While 
conferences on all three routes are confronted | 
with significant non-conference competition, the 
number of I/A’s taken shows the relative 
volatility of the Transpacific which, as well as 
having a far greater number of lines, has 
undergone dramatic changes over the past few 
years compared to the other more stable trades. 
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mandatory right of I/A may have influenced the JEC 
and JWC’s decisions to declare all rates open in 1988. 


Two additional conferences reported using I/A in 1989: 
ECCRA and the Canadian Continental Eastbound 
Freight Conference. Of the remaining conferences, 
there was no significant change in their level of use of 
I/A in 1989. 


Many conferences serving Canada had permitted the 
use of I/A, and some were actively using it in their 
operations prior to the enactment of SCEA. Thus, it 
would appear that this provision has had no more of a 
measurable impact, with the exception of the JEC, 
JWC, and AWAFC, in 1989 than it did in 1988. 
Changes in conference rates noted in 1989 continue to 
be better explained by supply and demand imbalances 
in international liner trade. However, it is probable 
that, despite the confinement of the extensive use of 
I/A primarily to the Transpacific trade, the threat of the 
use of this pricing option by member lines influenced, 
to the benefit of shippers, conference decision-making 
regarding proposed changes to freight rates in other 
trades in 1989. 


Loyalty Contracts 
Loyalty contracts not used in 1989. 


While there was widespread use of loyalty contracts on 
some major Canadian trade routes prior to 1988, 
provisions in SCEA, eliminating a conference’s ability 
to demand 100 per cent of a shipper’s cargo, led to 
their disappearance in 1988. No change was noted in 
1989 as no loyalty contracts were employed by any 
conference serving Canada. 


PERSPECTIVES ON SCEA 


Shippers’ Perspective 
Majority of shippers reported no effect. 


The Agency again polled Canadian shippers in 1989 
regarding the impact of SCEA on their operations. 
Results of the survey indicated that two-thirds of 
Canadian shippers were still unfamiliar with the 
legislation, the same proportion as in the 1988 
Shippers’ Survey. 


Tabulations revealed that smaller shippers, as well as 
shippers who used freight forwarders exclusively, 
tended to be unfamiliar with SCEA. On the other hand, 
larger shippers who relied less on freight forwarders, 
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and thus exercised greater control over the movement 
of their products, reported greater familiarity with the 
legislation. The survey also showed that 
proportionately more respondents in the paper and 
chemical industries were familiar with the legislation 
than not. In asking Canadian shippers to rate the 
effects of SCEA in general as well as the Act’s major 
provisions on their operations in 1989, analysis was 
limited to only those shippers who professed familiarity 
with the Act. Their aggregated responses for 1988 and 
1989 are presented in Table 6.2. 


Although the actual proportion was slightly lower than 
in the previous year, the majority of shippers again 
responded that SCEA in general had had no effect on 
their 1989 operations. The proportion of shippers who 
saw benefits from SCEA declined from 29 per cent in 
1988 to 18 per cent in 1989 while the proportion of 
shippers alleging the Act was not beneficial to their 
interests jumped from eight per cent in 1988 to 

23 per cent in 1989. Although the proportions fell in 
1989, the majority of responding shippers still felt that 
both service contracts and independent action had had 
no effect on the way they did business. Regarding 
SCEA's other provisions, the majority again noticed no 
significant effect on their operations. 


Survey results suggest that the use of service 
contracts by Canadian shippers increased from 1988 
to 1989. Given that one less service contract between 
Canadian shippers and conferences serving Canada 
was filed with the Agency in 1989, it would appear that 
the majority of respondents’ unfamiliarity with SCEA 
and its provisions adversely affected their ability to 
accurately report on the use of service contracts in 
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Canadian liner trade. Moveover, it seems that 
shippers may have again confused service contracts 
with I/A rates, freight forwarder rates and time-volume 
rates and included, in their survey responses, service 
contracts with non-conference carriers as well as with 
lines calling at U.S. ports. Survey results indicating 
that only five per cent of Canadian shippers actually 
reported approaching conferences serving Canada 
regarding the negotiation of service contracts would 
appear to more accurately reflect shippers’ 
experiences with these contracts. 


Canadian shippers also reported an increase in the 
use of I/A in Canadian liner trade in 1989. Other 
evidence suggests that the survey results accurately 
reflect the direction of change; however, the 
inconsistency of responses to questions related to I/A 
use and the likelihood of confusion of these rates with 
other types of rates offered by conferences serving the 
U.S. and Canada, raises doubts about the actual 
extent of use of I/A in Canadian trades in 1989. 


Some shippers, in written comments, expressed 
dissatisfaction with the unresponsiveness of 
conferences to the needs of Canadian shippers and 
their reluctance to allow member lines to negotiate 
service contracts or to use I/A rates. One shipper 
opined that SCEA was not meeting the government’s 
objectives of promoting competitiveness, flexibility and 
innovativeness in the transportation system. Others 
were of the view that conference rates were not 
competitive and that without the presence of 
independent shipping lines to provide a viable 
alternative, conference rates would be even higher. 


No Effect Not Beneficial 
1988 1989 1988 1989 
(%) (%) 
63 58 8 23 
74 68 5 15 
65 55 3 11 
85 75 2 12 
79 78 3 9 
63 65 10 6 
90 86 3 5 


TABLE 6.2 
Shippers’ Assessment of SCEA in 1988 and 1989 
Beneficial 
1988 1989 
(%) 

Effect of: 
SCEA in General 29 18 
Service Contracts 21 ia 
Independent Action 32 34 
Designated Shippers 

Groups 13 13 
Loyalty Contracts 18 13 
Notice Period for Tariff/ 

Surcharges en 29 
Complaint Resolution 7 9 
Note: 


Source: NTA 1989 Shippers’ Survey. 


Results based only on responses from those shippers familiar with SCEA. 
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Finally, when asked to what extent they thought SCEA 
had aided them in competing internationally, the 
majority (61 per cent) of responding Canadian shippers 
who were familiar with the Act were of the opinion that 
it had not. 


SHIPPERS RATE CONFERENCE 
AND NON-CONFERENCE CARRIERS 
: _ ON LEVEL OF SERVICE 


| For the second year in a row, price/rate was 
mentioned most often by shippers asthe 
number one factor in the Selection of an ocean 
carrier. 


In comparing the level of service provided by 
conference and non-conference lines, results 
| obtained showed no variability from 1988 to 

1989. Responding shippers once again rated 

‘non-conference lines good to very good more 

_ often in terms of price/rate, while conference 

| carriers received superior ratings on all other 
criteria including frequency of sailings, space 

| availability, transit times and overall service. 


Freight Forwarders’ Perspective 
Most forwarders reported no impact. 


Results obtained from the 1989 Survey of Canadian 
International Freight Forwarders were very similar to 
those seen in 1988. As in 1988, slightly less than 
one-half of all forwarders responding claimed to be 
familiar with SCEA and its provisions. Of those familiar 
with the legislation, 81 per cent noted that the Act had 
had no impact on their operations in 1989. 


The majority of forwarders indicated that they generally 
assigned equal proportions of cargo to conference and 
non-conference carriers. This mirrors the situation 
reported by forwarders in 1988. In selecting ocean 
Carriers to which to assign cargoes, 75 per cent of 
forwarders considered price/rate to be most important, 
followed by transit time. 


When asked to rate services provided by conference 
Carriers in 1989, 83 per cent of all forwarders 
responding described them as good to very good. 


According to the Agency’s survey, standard 
conference and non-conference rates were used most 
frequently by a majority of responding forwarders in 
1989. Service contracts and open rates were used 
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very infrequently or not at all. Forwarders were of the 
view that both conference and non-conference freight 
rates were relatively stable in 1989. Almost two-thirds 
of forwarders familiar with the Act felt that SCEA had 
no effect on either inbound or outbound ocean freight 
rates in 1989. 


Approximately 62 per cent of forwarders familiar with 
SCEA noted that they had approached member lines 
of conferences regarding l/A on rates or services in 
either inbound or outbound trade in 1989. However, 
only 14 per cent of these forwarders reported using 
I/A’s frequently. Indeed, almost one-half reported 
using I/A rates infrequently or not at all in 1989, a 
pattern similar to the one noted in 1988. Of the 
forwarders familiar with SCEA who made use of I/A, 
most reported 10 per cent or less of their outbound and 
inbound shipments moved under I/A rates. According 
to a majority of these forwarders, I/A had a negative or 
no effect on their bargaining position vis-a-vis 
conferences in 1989. 


As in 1988, an overwhelming majority of forwarders 
familiar with the Act reported never approaching 
conferences regarding the negotiation of service 
contracts. Approximately three-quarters of these 
respondents felt that the introduction of service 
contracts had no effect on their bargaining position. 
Sixteen per cent thought their bargaining position had 
improved with service contracts, while the remainder 
did not. 


With respect to intermodal transportation in 1989, 
truck/marine and rail/marine were mentioned most 
often, and in relatively equal proportions, by 
responding forwarders as the two major modal 
combinations used to move the largest portion of their 
overseas shipments. Major intermodal issues 
mentioned by forwarders in 1989 included delays and 
congestion in moving containers at major rail terminal 
yards and the relatively more competitive rates and 
services offered at U.S. ports and via U.S. inland 
routes. 


Commenting generally about SCEA, some forwarders 
felt that the conference system had outlived its 
usefulness in today’s global marketplace and should 
be abandoned. The lack of service contracts, and the 
inflexibility of conferences in rate negotiations were 
concerns also raised by several forwarders. Others 
commented on the failure of conferences to recognize 
international freight forwarders as "shippers". Still 
another forwarder expressed concern about the 
licensing and definition of a "bona fide" freight 
forwarder in the context of SCEA. Finally, one 
forwarder suggested that more information on SCEA 
should be made available to forwarders. 
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Conferences’ Perspective 


Conferences indicated dissatisfaction with independent 


action provision. 


Eighty per cent of conferences responded to the 
Agency’s 1989 survey, a slight increase over 1988. 
Completed survey forms were returned by conferences 
operating on all major Canadian liner trade routes. 


Independent action (I/A), again the most frequently 
mentioned issue, was addressed by 15 conferences 
compared to 10 in 1988. Two conferences, down from 
five, sought the outright deletion of this clause from 
SCEA; 13 conferences, an increase of eight from 
1988, wanted the present 15-day notice period for the 
taking of I/A extended to 30 or to 60 days. There was 
little change in opinion on the effect of I/A on rates with 
four conferences indicating their rates had been 
reduced, and two stating the provision had had no 
effect on rate levels. Three conferences noted that I/A 
had reduced their revenue base and had also had a 
negative effect on intra-conference relationships. 


Despite the disappearance of loyalty contracts from 
Canadian liner trade, 13 conferences expressed the 
desire to return to this rate option, as defined under the 
previous SCEA legislation, allowing conferences to 
demand a 100 per cent commitment of a shipper’s 
cargo. 


Seventeen conferences, compared to nine in 1988, 
reported increasing rates citing, as major reasons, 
operating costs, capital costs, market conditions and 
inland costs. On the other hand, six conferences 
indicated rates had generally decreased, mainly due to 
competition from non-conference lines and non-vessel 
operating common carriers. Pressure from foreign 
countries competing for the same markets also 
contributed to rate reductions in 1989. 


Conferences reported that 67 per cent of shippers’ 
requests for rate reductions were fully agreed to anda 
further 12 per cent partially agreed to in 1989. The 
most frequently accepted justifications for rate 
reductions were, in order of importance, competition 
from non-conference carriers, prevailing market 
conditions, competition from alternative routes, 
competition from foreign producers and suppliers, and 
assistance to a shipper entering a new market. 


Landbridge services, especially from eastern Canada 
to the Pacific Rim and Australia, play a major role in 
Canadian trade. While their use continues to grow, 
only five conferences felt that competition from 
landbridge services greatly affected their operations in 
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1989; 16 perceived a limited effect; and three noted no 
impact from these services. 


Conferences were generally pleased with conditions 
relating to service contracts and through rates. 
However, four conferences suggested that the tight 
definition of service contracts reduced flexibility in 
meeting individual shipper’s requirements. One 
suggested that service contracts should allow for the 
negotiation of either a percentage or a fixed volume of 
a shipper’s cargo to be carried under such contracts. 


Only one conference reported receiving a request for a 
meeting from the Canadian Shippers Council, pursuant 
to section 20 of SCEA. As the conference and the 
Council could not agree on an agenda, the meeting 
was not held. 


All conferences indicated that SCEA had had no 
greater impact on their operations in 1989 than it did in 
1988. Furthermore, 20 conferences noted that SCEA 
in general had had no effect on their operations in 
1989, compared to 15 in 1988. 


Terminal Operators’ Perspective 
Terminal operators had little to say. 


For the first time in 1989, the Agency solicited the 
views of port terminal operators providing services to 
shippers, other intermediaries, and carriers in major 
Canadian ports on the impact of SCEA on port 
operations. The small number responding reported no 
negative effects to date on their business as a result of 
the passage of SCEA. 


One operator did, however, note that he expected 
confidential marine service contracts to make trade 
routes more competitive. Another commented that the 
fundamental precept underlying SCEA should be 
reviewed given the global trend toward re-examining 
the treatment of conferences. However, terminal 
operators appeared more pre-occupied with the 
indirect effect on their business of the NTA, 1987 and 
the MVTA -- and not so much of SCEA -- particularly 
with respect to the influence these Acts will have on 
intermodal developments and the potential diversion of 
Canadian export and import traffic to U.S. ports. 
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OTHER DEVELOPMENTS IN 1989 


Interpretive Difficulties 


Several issues pertaining to the application of SCEA 
were raised by both shippers and conferences in 1989. 
The exemption of conferences and the filing of 
agreements under SCEA (see box) were two 
fundamental issues debated; others concerned the 
Clarification of some SCEA definitions and filing 
requirements. 


An issue that had arisen under the previous legislation 
resurfaced in 1989. Pursuant to section 20, 
conferences are required to "meet with the designated 
shippers group and shall provide ... information 
sufficient for the satisfactory conduct of the meeting." 
The failure of conferences and the Canadian Shippers 
Council to agree on minimum information requirements 
under this section has prompted the Council to request 
the Minister of Transport to further define this term. 


The effectiveness of SCEA’s section 13 complaint 
mechanism has also been questioned. The wording of 
the section places the onus on the complainant (the 
shipper) to first establish that there has been "a 
reduction in competition” and then to prove that this 
reduction led to "an unreasonable reduction in 
transportation services or an unreasonable increase in 
transportation cost". With the existence of 
considerable non-conference options in most trades, it 


EXEMPTIONS UNDER SCEA 


The issue of the Agency’s granting of 
exemptions under SCEA surfaced in 1989. 
While it had been established under previous 
legislation that conferences had to agree on 
both rates and conditions of carriage before 
being granted an exemption, the present 
wording in SCEA has necessitated a change in 
this position. It has been determinedthata _ 
conference can be an association of ocean 
carriers agreeing to any one or a combination 
of a number of practices enumerated in the 
legislation. It was further decided that the 
Agency had no jurisdiction to reject a 
submission or to grant or deny an exemption 
from the Competition Act under SCEA. Thus, 
the determination of whether or not an 
exemption is granted becomes a matter for the 
conference and Consumer and Corporate 
Affairs Canada’s Bureau of Competition Policy 
to resolve. 
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would be difficult, if not impossible, to substantiate a 
complaint under this section, thereby rendering it 
ineffective according to the Canadian Shippers Council. 


The switch to the exclusive use of open rates by two 
conferences, who have failed to file either standard or 
individual member line tariffs, was also reviewed by the 
Agency. It was determined that tariff filing is required 
only if a conference establishes common rates and 
seeks an exemption from the Competition Act for this 
pricing practice. 


The conferences raised two issues in 1989 related to 
the waiving of notice periods established by SCEA and 
the use of I/A to increase rates. Regarding the former, 
the Agency ruled that it was not empowered to grant 
waivers, and with respect to the latter, that a 
conference member line could use I/A to increase a 
rate; however, other member lines would be forced to 
wait 30 days before they could file for a similar 
increase. 


Concerns of the Designated Shippers 
Group 


The Canadian Shippers Council, designated under 
section 21 of SCEA as an entity to represent Canadian 
shippers’ interests in discussions with shipping 
conferences, confronted conferences on a number of 
issues in 1989. Over the year, the Council expressed 
its opposition to increases in ancillary and terminal 
charges introduced by ECANZ/CANZAC; requested 
further clarification of the TWRA’s new fuel charge 
introduced in July; protested the October 1 GRI 
proposed by North Atlantic conferences; and asked for 
a re-assessment of the re-introduction of a bunker 
adjustment factor (BAF) by these same conferences. 
As well, the Council also opposed the elimination of 
the Saint John and Quebec arbitraries from the tariffs 
of the North Atlantic conferences, and asked for further 
consultation on the introduction of demurrage charges 
to improve container utilization. In addition, the 
Council sought the support of these same conferences 
in approaching the railways regarding the elimination 
of an overweight surcharge on the rail inland cost to 
and from base ports. 


The Council, as the designated shippers group, made 
its concerns known to the Minister of Transport and the 
Agency in 1989. Foremost among these concerns was 
the previously mentioned shipper/carrier consultation 
pursuant to section 20 of SCEA. 


Although used only once, the Council also criticized 
the dispute settlement mechanism presently 
entrenched in the NTA, 1987 (section 59) for not 
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providing the "economical, quick, accessible and 
reasonably predictable" mechanism necessary to allow 
the designated shippers group to bargain more 
effectively with conferences. 


The designated shippers group also pointed to the 
general ineffectiveness of mandatory I/A and service 
contracts as rate options available to Canadian 
shippers and the need for increases in charges 
ancillary to marine transport to be fair and transparent. 


Given the nature of its concerns and the 
ineffectiveness of the legislation, from a shippers’ 
perspective, the Canadian Shippers Council has called 
for an immediate overhaul or outright revocation of 
SCEA. 


U.S. Shipping Act of 1984 


In the fall of 1989, the Federal Maritime Commission 
(FMC) delivered its report on the five year review of the 
Act to Congress. It reported that, compared to market 
conditions, the Act had little significant impact on rate 
levels, service frequency, and the strength of 
independent competition in the U.S. liner trades. 

These trades, according to the FMC, remained open 
and competitive, a finding which it partially attributed to 
the success and widespread use of I/A and confidential 
service contracts. 


Given the FMC’s findings and the general consensus 
among shipping groups regarding its effectiveness, it is 
expected that only minor amendments will be made to 
the Act. With the exception of the Shipping Act’s I/A 
and service contract provisions, upon which SCEA’s 
counterpart provisions have been modelled, it is 
unlikely that any of these amendments would have any 
direct or significant bearing on Canadian liner trades in 
general or SCEA specifically. Nevertheless, the extent 
of the effect of any changes in the U.S. Shipping Act of 
1984 on SCEA will depend upon the respective timing 
of the enactment of amendments to the two Acts. 


IMPACT OF SCEA 


There was a consensus that SCEA had little or no 
impact in 1989. 


Again in 1989, market forces and supply-demand 
considerations -- and not SCEA -- shaped the face of 
Canadian international liner trade. Changes in the 
structure of liner shipping, traffic levels, levels of 
service, and ocean freight rates in 1989 reflected the 
continuing efforts of the liner shipping industry to offer 
shippers a complete and efficient freight transportation 
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service. The shipping industry relied as little as 
possible on Canadian conference exemption 
legislation to accomplish this task. 


In terms of legislative impact, two of SCEA’s major 
provisions fared no better in 1989 than they did in 
1988. Fewer service contracts were filed in 1989 than 
in the previous year and, although its frequency of 
usage was far superior to that of service contracts, 
SCEA’s legitimizing of I/A had little impact on 
significantly increasing its role in Canadian liner trade 
in 1989. 


That changes in SCEA had little or no impact in 1989 
was further confirmed by the Agency’s surveys of 
Canadian shippers, international freight forwarders, 
port terminal operators and shipping conferences. 


For the second consecutive year, the majority of 
shippers and intermediaries responding to Agency 
surveys exhibited an unfamiliarity with SCEA and a 
lack of understanding of its major provisions. As well, 
the aforementioned interpretive difficulties threaten to 
further exacerbate this problem and adversely affect 
the ability of shippers as well as carriers to effectively 
comment on the impact of SCEA on their operations. 
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NORTHERN 
MARINE RESUPPLY 


HIGHLIGHTS OF 1989 


Mackenzie System 


Significant Increase in Movement of National 
Defence Cargoes 


Construction at North Warning System sites in the 
Western Arctic resulted in a significant increase in 
national defence cargoes in the 1989 shipping season. 
This freight was handled exclusively by Northern 
Transportation Company Ltd. (NTCL), the system’s 
principal carrier. 


National Energy Board Approves Mackenzie Delta 
Gas Export Licence Application 


Following a public hearing, the National Energy Board 
granted licences to Esso Resources Canada Ltd., Gulf 
Canada Resources Ltd. and Shell Canada Ltd. 
authorizing the export of natural gas from the 
Mackenzie Delta to the U.S. beginning in 1996. 


Athabasca System 


Principal Lake Athabasca Carrier Requests 
Operating Subsidy 


In a letter to the Minister of Transport, A. Frame 
Contracting Ltd. (A. Frame), the principal resupply 
Carrier, requested an operating subsidy guaranteeing a 
minimum annual revenue to maintain its current level 
of service. The Minister denied this request on the 
grounds that there are no provisions in Part V of the 
NTA, 1987 that allow for subsidy payments to a marine 
Carrier. 


New Carrier Licensed on Lake Athabasca 


Lake Athabasca Transport was granted a 1989 marine 
resupply licence to provide service between the 
Alberta communities of Fort McKay, Fort Chipewyan, 
Moose Island Landing and Fort Fitzgerald. 
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Cree Band Marine Ltd. Ceases Operations 


Following operational problems in 1988, which 
prevented it from providing a regular barging service, 
Cree Band Marine Ltd. failed to operate in 1989. The 
season’s end saw the Agency reviewing the carrier’s 
indefinite water transport licence issued in 1988. 


REGULATORY REFORM 


Changes included indefinite licences, and deregulation 


of the carriage of national defence and resource sector 
cargo. 


In January 1988, Part V ("Northern Marine Resupply 
Services") of the NTA, 1987, replaced the Transport 
Act as the key statute regulating the movement of 
goods by water and the licensing of tug and barge 
operations on the Mackenzie River, in the Western 
Arctic and on Lake Athabasca, hereinafter referred to 
as the Mackenzie and Athabasca systems (see 
Figures 6.3 and 6.4). Under Part V, movements of 
national defence cargo and cargoes in support of the 
development of non-renewable resources in the North 
were deregulated, leaving the Agency to licence only 
those marine carriers providing essential resupply 
services to remote communities. 


Changes in tariff provisions under Part V call for 
marine carriers to file with the Agency actual tariffs 
being charged (rather than a maximum standard tariff 
as was the case under the Transport Act) and to make 
copies of these available in the communities they 
serve. 


Part V also streamlined the licensing process, allowing 
for the issuing of licences on an indefinite rather than 
an annual basis, and the licensing of total carrier 
Capacity as opposed to individual pieces of equipment. 
Part V also places more emphasis on shippers’ 
support in the Agency’s evaluation of a licence 
application. 


INDUSTRY STRUCTURE 


Mackenzie System 


The number and size of licensed carriers providing 


resupply services did not change. 


The Mackenzie sector saw little change in the number 
of licensed carriers providing resupply services in 
1989. 
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The three grandfathered licensees in 1988 -- Northern 
Transportation Company Ltd. (NTCL), Cooper Barging 
Service Ltd. (Cooper) and Coastal Marine Ltd. 
(Coastal) -- continued to provide resupply services 
throughout the 1989 shipping season. Beluga Tours 
Ltd. (Beluga), who had only interim operating authority 
in 1988, was issued an indefinite marine resupply 
licence early in 1989. 


All of the above carriers provided barging services in 
1989 in support of the resource sector as an adjunct to 
the provision of community resupply services. Arctic 
Transportation Ltd., previously the system’s second 
largest Carrier, continued to maintain a token presence 
in the Beaufort, solely in support of oil exploration 
activities. 


Athabasca System 


One carrier suspended operations; new carrier entered 
the system. 


Three carriers were licensed to provide resupply 
services in the Athabasca system in 1989: A. Frame 
Contracting Ltd. (A. Frame), Cree Band Marine Ltd. 
(Cree Band) and Lake Athabasca Transport. A. 
Frame, the principal carrier in the system since 1984, 
continued to provide service throughout the 1989 
season. Cree Band, first licensed in late 1987, faced 
with the prospect of limited tonnage, combined with 
operational, administrative and financial problems 
experienced in 1988 decided to suspend operations 
indefinitely. 


Lake Athabasca Transport, a new carrier in the 
system, was granted operating authority in 1989. The 
carrier had been active throughout 1988 hauling freight 
for its parent company SJI Enterprises Ltd. Unlike all 
other carriers licensed under Part V, who had been 
granted indefinite licences, the Agency issued this 
carrier a marine resupply licence which expired on 
December 31, 1989, citing the need to reassess, at the 
end of the 1989 season, the number of licensed 
carriers in the context of prevailing market conditions in 
the system. As of the end of 1989 Lake Athabasca 
Transport had not applied for renewal of its licence. 


Sydney McKay, previously licensed under the 
Transport Act and exempted under the current 
legislation, provided an intermittent resupply service in 
1989. Setrakov Construction Ltd., and the Fort 
Chipewyan Indian Band also carried resupply cargo for 
their own account in 1989 and did not require licences. 


The Agency received no new licence applications nor 
applications for increases in either operating authority 
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FIGURE 6.3 
THE MACKENZIE RIVER AND WESTERN ARCTIC REGION 
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or carrying capacity from any licensed carrier in the 
system in 1989. 


NORTHERN MARINE OPERATIONS 


Mackenzie System 


Areas of Operation and Level of Service 


Demand for resupply services met with an acceptable 


level and quality of service. 


There was no significant change from 1988 to 1989 in 
either the number of communities served and types of 
service offered by licensed water carriers, or in the 
total carrying capacity available in the system. 


NTCL, having fully integrated Arctic Transportation 
Ltd.’s equipment into its fleet and utilizing only 

86 per cent of its licensed register tonnage, again 
provided services to 26 communities along the 
Mackenzie River, on Great Slave Lake and in the 
Western Arctic. Cooper, the second largest carrier in 
the system, with a register tonnage of one per cent of 
NTCL’s, provided services on an unscheduled and 
charter basis to eight communities along the Nelson, 
Liard and Mackenzie Rivers. In addition, both NTCL 
and Cooper served Jean Marie River in 1989. Due to 
its location on the Mackenzie Highway, Fort Simpson 
was not resupplied by water in 1989. Coastal again 
provided charter service in the Mackenzie Delta. 
Beluga, on the cessation of its contract with Esso 
Resources Ltd. in Norman Wells in 1988, returned to 
the Delta to provide a charter service in conjunction 
with Coastal. 


Hay River, Norman Wells, Inuvik and Tuktoyaktuk, 
main staging and transhipment points in NTCL’s 
system, received regular and frequent service in 1989. 
The Mackenzie system's principal water carrier made 
60 calls to other northern communities in 1989, 
compared to 51 in 1988. The community resupply 
trade represents a large stable source of tonnage and 
is almost exclusively handled by NTCL. 


Coastal made 34 trips in 1989 between Inuvik and 
Tuktoyaktuk, substantially more than in 1988 when it 
operated for only three months due to the refitting of its 
single tug. An exceptional demand for its services in 
the resource sector and a lack of specialized 
equipment in 1989 resulted in the carrier chartering 
Beluga’s tug and barge in order to meet its contract 
obligations. Beluga returned to the Delta in 1989 and, 
despite being under contract to Coastal for part of the 
season, operated at only one-third of its capacity, 
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making a total of 15 trips between Inuvik and 
Tuktoyaktuk. Cooper's level of service remained 
relatively stable in 1989 as it continued work for a 
major oil company in the Fort Norman to Norman Wells 
area and provided a charter service on the Liard River. 


Traffic 


Major increase in unregulated cargo; community 
resupply also up. 


After three consecutive years of declining traffic, total 
freight tonnage carried in the system increased in 1989 
by an estimated 35 per cent. Both NTCL and Coastal 
experienced significant increases in total tonnage 
carried; Beluga reported a more modest increase, 
while Cooper's tonnage remained relatively stable. 

The trend in tonnages carried over the past seven 
years can be seen in Figure 6.5. 


FIGURE 6.5: INDEXED FREIGHT TONNAGE 
MOVED IN THE MACKENZIE SYSTEM 
1983 — 1989 
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Community resupply cargo again proved to be 

the mainstay of barge transportation in the system. 
However, the increase in unregulated tonnage moved 
by the four licensed carriers in the region 
overshadowed the 12 per cent rise in resupply 
tonnages, causing the latter’s proportion of total 
tonnage moved in the system to drop to approximately 
68 per cent compared to 80 per cent in 1988. Almost 
all community resupply cargo continued to move on 
NTCL barges in 1989 representing some 71 per cent 
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of its tonnage carried in 1989, compared to 83 per cent 
the year before. Cooper and Coastal carried the 
remaining resupply tonnage in 1989. Beluga relied 
exclusively on unregulated freight to keep its 
operations active. 


As in 1988, almost all resupply tonnage carried by 
NTCL originated from its staging terminal at Hay River 
or from Norman Wells. Increased demand for bulk fuel 
(which accounted for 85 per cent of resupply tonnage) 
for mining activities in the vicinity of Yellowknife and by 
the municipality of Yellowknife as a result of reduced 
inventories resulted in a 14 per cent increase in the 
movement of this commodity by NTCL in 1989. On the 
other hand a rise in general construction in the North 
(i.e. housing, RCMP and nursing stations, schools and 
airport expansions) led to a modest three per cent 
increase in deck cargo movements whose share of 
total tonnage declined slightly in 1989. Major 
destinations for resupply cargo, in terms of their 


proportion of total freight tonnage, appear in Figure 6.6. 


FIGURE 6.6: MAJOR DESTINATIONS FOR 
NTCL RESUPPLY CARGO IN 1989 
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An encouraging development in 1989 was the 
Significant increase in the availability of unregulated 
cargoes for carriage. Construction associated with the 
change-over from the DEW Line to the North Warning 
System led to a threefold increase in the movement of 
national defence cargo. Despite the deregulation of 
such cargo in 1988, NTCL continued to carry all of 
these shipments. However, gains are temporary as 
construction at North Warning System sites in the 
Western Arctic winds down. 
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Movement of an oil rig module to Alaska and an end of 
season request for movement of a substantial volume 
of bulk fuel to a site in the Beaufort combined to 
significantly boost NTCL’s resource sector tonnage in 
1989. As the other licensed carriers in the system 

rely mainly on resource sector charter business, it is 
difficult to determine the exact impact of the increase in 
resource sector activity on these carriers; but, it is 
estimated to be positive. 


NTCL continued to monopolize the carriage of all types 
of cargo by water in the system in 1989. Limited 
grandfathered operating authorities and carrying 
Capacities precluded Cooper, Coastal and Beluga, 
individually or combined, from making inroads into 
NTCL’s dominance of barging in the North. 


Tariffs 
NTCL filed for a tariff increase of three per cent. 


The 1989 shipping season saw NTCL increase its deck 
Cargo and bulk fuel resupply freight rates in the 
Mackenzie system by three per cent. This was 
identical to the increase to which northern shippers 
were subjected in 1988. In comparison, the 
Yellowknife consumer price index (services) rose by 
3.3 per cent in 1989. 


NTCL also increased container tariffs, unitization 
charges, terminal charges and highway trailer rates by 
2.5 to three per cent in 1989. The new rates took 
effect on the commencement of the 1989 season and 
no formal complaints were received by the Agency 
from shippers regarding the proposed tariff increase. 


Neither Cooper, Coastal or Beluga, all primarily charter 
operators, filed a tariff increase in 1988 or 1989. 


Carrier Performance 
Financial position of carriers generally improved. 


Discussions with representatives of the four licensed 
carriers operating in the Mackenzie system at the end 
of the 1989 shipping season suggested, in the case of 
at least three carriers, a general improvement in their 
financial situation over that of 1988. 


The increase in activity in the unregulated sector, 
primarily the Beaufort oil patch, in 1989 is expected to 
Carry over into 1990 thus boding well for the 
continuation of charter services offered by Coastal and 
Beluga. Cooper improved its financial position over 
1988 and the carrier's contract with a major shipper 
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and charter work on the Liard River augurs well for 
1990. 


While NTCL continued to rely on community resupply 
for a stable revenue base, the significant increase in 
national defence and resource sector tonnage carried 
was instrumental in improving its financial position in 
1989. 


Events of Note 


NEB approved natural gas export licence; alternative 


routes posed problems. 


In a decision issued on October 19, 1989 the National 
Energy Board, following a public hearing in Ottawa and 
Inuvik, granted licences to Esso Resources Canada 
Ltd., Gulf Canada Resources Ltd. and Shell Canada 
Ltd. The licences will allow the companies to export, 
subject to certain conditions, a total of 9.2 trillion cubic 
feet of natural gas from the Mackenzie Delta to the 
U.S. over a 20-year period beginning in 1996. This 
decision could be a precursor to the construction of a 
natural gas pipeline from the Delta to Southern Alberta 
along the Mackenzie River, a development which 
would have an enormous impact in years to come on 
tug and barge operators in the system. 


In the summer of 1989 the Government of the 
Northwest Territories contracted for a study for the 
development of a transportation strategy for the 
Northwest Territories. The study, to be completed in 
April 1990, is to focus on developing a detailed 
inventory of existing transportation infrastructure in the 
North, recommending projects to be undertaken and 
drafting a timetable for their completion. 


Finally, alternative routes for the movement of freight, 
especially the Dempster Highway, pose a major threat 
to the future of barging in the Mackenzie system. 
Beginning in 1980, increasingly more freight has been 
diverted from the Mackenzie River to the Dempster 
each year with the diversion peaking in 1986 at some 
27 percent. It is estimated that the percentage of 
traffic diverted in 1989 once again approached that of 
1986. The potential for even greater diversion to the 
Dempster grows as the highway improves. As well, 
the Beaufort Sealift (all water routing around Alaska) 
and the Inside Passage (water-truck routing using the 
Dempster) have themselves, in recent years, become 
more cost competitive alternatives and, in conjunction 
with the Dempster where truckers have imposed a rate 
ceiling, pose a real threat to traffic levels, level of 
service, and the continued viability of the Mackenzie’s 
tug and barge operations. 
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Athabasca System 
Areas of Operation and Level of Service 


New carrier improved level of service to Fort 
Chipewyan. 


A. Frame again provided scheduled services to the 
communities of Fort Chipewyan, Uranium City, Fond 
du Lac and Stony Rapids. High water levels on the 
Athabasca River allowed the company to operate 
directly from its Fort McMurray terminal, rather than 
Fort McKay, throughout the 1989 season. Completion 
of the construction of the Saskatchewan Power 
Corporation’s hydro line in 1988 led to a reduction in its 
sailings from 11 to 10. Lake Athabasca Transport, with 
a register tonnage equal to only 10 per cent of A. 
Frame’s, operated an unscheduled service out of Fort 
McKay, making eight trips to Fort Chipewyan and three 
trips to Moose Island Landing. 


Traffic 
A. Frame’s deck cargo dropped significantly. 


With the completion of the hydro line, A. Frame’s total 
traffic dropped by almost 30 per cent in 1989. This 
reduction resulted entirely from a decrease in deck 
cargo (50 per cent) as overall bulk fuel tonnages 
increased slightly (see Figure 6.7). Despite the 
licensing of Lake Athabasca Transport to Fort 
Chipewyan, freight carried by A. Frame to this 
FIGURE 6.7: INDEXED TONNAGE 
CARRIED IN THE LAKE ATHABASCA SYSTEM 
1984 — 1989 
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community registered a slight increase but still 
accounted for only 15 per cent of its total tonnage. 
However 1989 did see a substantial drop in the 
company’s tonnage to Uranium City, Fond Du Lac and 
Stony Rapids (16, 45 and 40 per cent respectively). 


Compared to A. Frame, which specialized in the 
movement of full trailer loads, Lake Athabasca 
Transport carried a small proportion of available 
resupply tonnage. Tonnages handled by the latter 
were comparable to those carried by Cree Band in 
1988 and included an array of less than trailer load and 
time-sensitive goods. 


Tariffs 
A. Frame instituted a major tariff increase. 


In 1988, a majority of users of marine resupply 
services indicated that they considered A. Frame’s 
tariff excessive. Despite this view and in spite of two 
consecutive years of record tonnages, the company 
again in 1989 filed a general tariff increase with the 
Agency, including an increase in handling charges. As 
a result, commodity class rates rose by 36 per cent to 
Fort Chipewyan and six per cent to Fond du Lac and 
Stony Rapids. Rates for highway trailers also 
increased by six per cent to all communities while bulk 
fuel rate increases varied from nine to 22 per cent. 
Changes to the carrier’s Fort Chipewyan and Stony 
Rapids freight rates, in indexed form, from 1984 to 
1989, are illustrated in Figures 6.8 and 6.9. 


FIGURE 6.8: INDEXED A. FRAME 
FREIGHT RATES TO FORT CHIPEWYAN 
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FIGURE 6.9: INDEXED A. FRAME 
FREIGHT RATES TO STONY RAPIDS 
1984 — 1989 
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Terminal charges also jumped from 10 to 50 per cent 
depending on the commodity classification. In 
comparison, the Alberta and Saskatchewan consumer 
price indices (services) rose by 4.3 and 3.2 per cent 
respectively in 1989. 


A. Frame also took the opportunity in 1989 to revise its 
tariff with a view to clarifying certain tariff charges or 
reclassifying others (i.e. terminal charges) and 
amending terms and conditions of carriage. 


The Agency received no formal tariff complaints from 
Athabasca shippers in 1989. However, discussions 
with a number of these shippers at the end of the 
season indicated continuing concern with A. Frame’s 
tariff levels. Particular areas of contention associated 
with the carrier’s tariff included: the charges levied for 
the return of an empty trailer (which is slightly less than 
the cost of moving a fully loaded one); the 
Classification, for rating purposes, of irregularly sized 
cargo; and the escalation of terminal charges (see 
Figure 6.10). 


Lake Athabasca Transport’s tariff rates were generally 
lower than A. Frame’s for break bulk cargo. 
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FIGURE 6.10: 
A. FRAME TERMINAL CHARGES 
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Carrier Performance 


A. Frame’s revenues dropped while certain operating 


costs did not. 


Improvements seen in A. Frame’s financial position in 
1987 and 1988 could not be maintained in 1989 due to 
a considerable drop in tonnage. 


Tariff increases implemented by the carrier could not 
offset tonnage losses resulting in a 26 per cent 
decrease in revenues. Moreover the carrier's financial 
position may have been exacerbated by certain 
operating costs that did not drop in line with the 
decrease in tonnage. 


On the other hand, Lake Athabasca Transport's first 
year of operations proved to be financially successful 
as it reported a profit. 


Emerging Issue in 1989 


Principal carrier requested operating subsidy and 
threatened reduction or withdrawal of service. 


In 1989, the Athabasca’s principal carrier made a 
number of overtures to the federal government 
regarding its provision of resupply services in future 
years. In addition to its request for an operating 
subsidy guaranteeing minimum annual revenues, 
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which was turned down by the Minister of Transport, 
A. Frame voiced its opposition to the licensing of Lake 
Athabasca Transport in 1989 and threatened to 
considerably reduce or withdraw its service if the 
Agency again licensed the carrier in 1990. Sucha 
position is based on the contention that existing 
tonnage levels and corresponding revenues available 
from the carriage of freight cannot support more than 
one licensed carrier in the system. This whole 
question cannot be disassociated from the issues of 
the level of competition and efficiency in providing 
resupply services in the Athabasca system. 


Other Developments 
Coast Guard ponders future role in system. 


As part of the assessment of the continuing presence 
of the Canadian Coast Guard in the Lake Athabasca 
region, the Coast Guard’s Western Region 
commissioned Clayton, Sparks & Associates to 
evaluate selected freight transportation alternatives 
including barging. The study, entitled "The Economic 
Evaluation of Freight Transportation Alternatives in the 
Lake Athabasca Region" was completed in 1989 and 
concluded that existing tug and barge services 
provided the most cost effective transportation 
alternative in the Lake Athabasca region in the medium 
term. The study also contends that "there is an 
immediate need to address the question of the 
sustainability of barge operations given that the 
principal carrier in the system has experienced 
considerable financial difficulty in recent years". At 
year’s end, Coast Guard had begun work on a 
Memorandum to Cabinet which would make 
recommendations regarding its future role in the region. 


The two provinces whose Athabasca communities are 
resupplied by marine services continue to differ in their 
approach to barge transportation. Saskatchewan, 
whose communities depend most on marine resupply, 
continues to provide unwavering support to the 
region’s principal carrier, while Alberta sanctions the 
notion of competition particularly to its communities on 
the Lake. 


CARRIERS’ REACTION TO PART V 


Mixed reaction to Part V. 


Most carriers providing resupply services realized, in 
1989, the benefits accruing from the issuing of 
indefinite rather than annual licences. The elimination 
of time, effort and costs associated with the yearly 
preparation of licence application forms was 


111 


considered to be a major attribute of the new 
legislation. As well, the security of indefinite licences 
has allowed carriers to enter into arrangements to 
provide longer term barging services. 


In the Mackenzie system, NTCL reiterated that it was 
too early to assess the impact of Part V on its 
operations, and would make its views on the legislation 
known in the comprehensive review in 1992. Both 
Cooper and Coastal again expressed frustration with 
Part V, claiming that it has not had the expected effect, 
that is, providing them with the opportunity to compete 
more readily on the movement of regulated cargo. 


Inthe Athabasca system, A. Frame expressed 
displeasure in 1989 that, given existing tonnage levels, 
the legislation would allow for the licensing of another 
carrier who, it claims, would provide competitive 
services and thereby threaten its continued viability. 


USERS’ PERSPECTIVE 


Ratings registered slight improvement in Mackenzie; 


major improvement in Athabasca. 


Shippers in the Mackenzie and Athabasca systems 
were again surveyed by the Agency at the end of the 
1989 season regarding the quality and level of 
resupply service received from licensed carriers. The 
Agency received responses from communities, Indian 
bands, Arctic Co-operatives, companies doing 
business in the North, and the Federal and Territorial 
Governments. Of those responding, 84 per cent in the 
Mackenzie system and 85 per cent in the Athabasca 
system considered themselves to be regular users of 
licensed tug and barge services. Survey results also 
revealed that small, medium and large shippers were 
represented. Major findings are highlighted below. 


Level of Service 


There were no major changes in the general 
evaluation of marine resupply services by Mackenzie 
and Athabasca shippers in 1989. A large majority of 
Mackenzie respondents (80 per cent) and a majority of 
Athabasca respondents (65 per cent) reported little 
difference in service levels from 1988 to 1989 in their 
respective systems. Table 6.3 compares respondents’ 
assessments of specific elements of levels of service 
in both systems in 1988 and 1989. The majority of 
shippers responding in the Mackenzie system rated 
Carriers average to better-than-average in all areas. 
Except for flexibility, water carriers in the system were 
rated average to better-than-average on all other 
criteria slightly more often in 1989 than in 1988. 


Marine Services 


Contrary to 1988, Athabasca system carriers fared, on 
average, better than their Mackenzie counterparts in 
the opinion of users; they were rated significantly 
higher in 1989 on all aspects of the service they 
provided. Some improvement in A. Frame’s ratings in 
1989, combined with the high ratings achieved by 
Lake Athabasca Transport, who provided a resupply 
service for the first time in 1989, accounted for the 
changes in the overall ratings. 


With reference to users’ views on rates levied by 
Athabasca carriers, 83 per cent rated them adequate 
to very good in 1989 compared to just 38 per cent in 
1988. 


On-time performance replaced price/rate as the single 
most important element of carrier service to users in 
the Mackenzie system in 1989; in the Athabasca 
system price/rate still prevailed by a wide margin. 


Freight Rates 


According to survey results, just over one-half of 
Mackenzie shippers noted an increase in their general 
freight rates (Compared to 35 per cent in 1988) while 
exactly one-half of them experienced an increase in 
bulk fuel rates in 1989 (same as in 1988). 


In the Athabasca system, close to one-half of 
respondents reported higher general/containerized 
freight rates in 1989, down from 55 per cent in 1988. 
Increases in bulk fuel rates were reported by one-third 
of Athabasca shippers, up from 20 per cent in 1988. 


When asked to describe general freight rate levels in 
the two systems, only 14 per cent of Mackenzie and 
16 per cent of Athabasca shippers referred to them as 
excessive in 1989 as compared to 12 per cent and 
59 per cent respectively in 1988. Rumours of the 
withdrawal of A. Frame’s services in 1989 may have 
accounted for some major shippers’ change of heart 
regarding their assessment of this carrrier’s rates in 
1989, when faced with the prospect of an expensive 
and unreliable winter road and cost prohibitive air 
transportation as their only other options. 


Finally, only six per cent of Mackenzie respondents 
found bulk fuel rates to be excessive in 1989; in 
contrast, 44 per cent of Athabasca shippers described 
these rates in the same way in 1989. The latter figure 
reflects the reaction of bulk fuel distributors and users 
to A. Frame’s substantial increase in its bulk fuel rates 
in 1989. 


112 


TABLE 6.3 


Marine Services 


Shippers’ Assessment of Northern Marine Resupply Services 


Mackenzie Shippers Athabasca Shippers 
VG-G A P-VP VG-G A P-VP 
% % % % % % 

Criteria 1988 1989 1988 1989 1988 1989 1988 1989 1988 1989 1988 1989 
Frequency 45 40 44 56 11 4 46 42 31 53 23 5 
Schedule 44 37 40 49 16 14 23 58 46 31 31 11 
Payment of Claims 36 41 30 42 14 14 34 75 33 19 33 6 
Flexibility 50 33 27 32 23 35 31 63 46 32 23 5 
On-Time Performance 40 33 36 46 24 21 30 48 38 47 32 5 
Price/Rate 40 26 44 62 16 12 23 50 45 33 62 did 
VG - Very Good G - Good A - Average P - Poor VP - Very Poor 


Source: NTA 1989 Survey of Users of Northern Marine Resupply Services. 


Competition 


Despite the fact that almost three-quarters of 
Mackenzie shippers and just over one-half of 
Athabasca shippers viewed themselves as captive to 
one water carrier in 1989, a majority of these same 
shippers in both systems indicated that there was no 
need for increased competition in water transport. 
Mackenzie users, as in 1988, cited insufficient 
tonnages and a need to support NTCL (provided rates 
are acceptable) as major reasons for their opposition. 
The 40 per cent of Mackenzie shippers favouring 
competition in 1989 did so in support of lower rates, 
improved service, increased frequencies and flexibility, 
better scheduling, improved carrier efficiency, and 
customer service. As well, some Mackenzie shippers 
felt that increased competition would provide them with 
a means of determining whether or not rates were fair 
and reasonable. 


While a majority of Athabasca shippers supported 
increased marine resupply competition in 1988, this 
changed in 1989 to the point that 70 per cent of these 
shippers expressed a negative view toward increasing 
the number of carriers in the system. The change in 
Athabasca shippers’ attitudes can be attributed, in part, 
to the commencement of operations by Lake 
Athabasca Transport in 1989 serving the community of 
Fort Chipewyan, thus providing an alternative to A. 
Frame’s service. 


Other Comments 


While most users in the Mackenzie system were 
generally content with the marine resupply services 


they received from NTCL and others in 1989, some 
did, nevertheless, express concerns not raised in the 
1988 survey. Concerns related to the general 
deterioration of service and the carrier’s lack of 
accountability, and lack of flexibility and sensitivity 
regarding crating requirements, timing of shipment 
arrivals, response to damage claims, and pricing 
queries. Also raised were the need for carriers to 
provide pre-arrival notice to customers and the lack of 
information available to the public on NTCL’s 
operations in the North. As well, some shippers 
indicated they would like to see improvements in the 
Carrier's freight identification/classification procedures, 
in communications with customers and increased 
employment of locals. Other concerns noted by 
Mackenzie shippers in 1989 related to infrastructural 
impediments (such as piers, harbour dredging, loading 
and unloading facilities), adversely affecting the 
provision of marine resupply services. 


Concerns voiced by some users in the Athabasca 
system in 1989 were similar to those raised in 1988; 
namely, the licensing of additional water carriers in the 
system and the effect of this on service levels, rate 
levels for general/containerized freight and bulk fuel, 
and the structure of A. Frame’s tariff. In addition, users 
expressed concern over rumours of the withdrawal of 
the services of the principal resupply carrier in the 
system in 1990 and the limited transportation options 
presently available in the Athabasca region. 
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IMPACT OF PART V 


Deregulation of national defence cargo thwarted by 


other factors. 


Evidence suggests that 1989 was similar to 1988 in 
that regulatory reform ushered in by the NTA, 1987 
had little measurable impact on the provision of marine 
resupply services in the Mackenzie system (see box). 


Neither carriers nor users of marine resupply services 
reported any major changes in operations or shipping 
proclivities that could be attributed to the 
implementation of Part V. Users, although familiar with 
barging operations in their respective systems, 
continued to be relatively oblivious to changes in the 
marine resupply statutes. 


The Athabasca system experienced an increase in 
level of service in 1989 as a result of the Agency’s 
licensing of Lake Athabasca Transport, replacing the 
somewhat erratic service of Cree Band, to provide a 
service complementary to that of the system’s principal 
carrier; on the other hand, there was little change in 
service provided in the Mackenzie system from 1988 to 
1989. 


Changes in tariffs in the two systems followed the 


pattern established in 1988 when the principal carriers 
in both systems raised their rates. 


NTCL 


While NTCL has long dominated barging in the 


Mackenzie system with its substantial _ 
infrastructure, carrying capacity and its many © 
years of experience in providing marine 
transportation in a northern environment, recent 
events have led to a further increase of its 
dominance. _ 


Terms of the 1985 NTCL sales ren 
effectively commit the Federal Government to 
the use of NTCL for the movement of resupply | 


cargo (including national defence freight) to the | 


North. As well, the Government of the 


Northwest Territories designated NTCL asthe _ 


preferred carrier in meeting marine 
transportation needs in territorial government 
contracts. Provisions in the /nuvialuit Final _ 
Agreement, a native land claims settlement Act, 
also have the potential to increase NTCL’s 
stranglehold on barge transportation in the 

_ Western Arctic. 


Marine Services 


nnn, EEE ees 


While traffic volumes in the Athabasca system reverted 
to 1986 levels as a result of little construction activity in 
1989, the Mackenzie system witnessed an increase in 
tonnage carried in 1989 due to a rebound in resource 
sector activity and construction associated with North 
Warning System sites in the Western Arctic. 


Finally, although Part V deregulated the movement of 
resource sector and national defence cargoes, thus 
creating the potential for a modicum of competition 
among marine carriers in the Mackenzie system, the 
1989 season saw only a further consolidation of 
NTCL’s dominant position much to the chagrin of the 
other tug and barge operators. 
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Marine Services 


GREAT LAKES 
PACKAGE FREIGHT 


HIGHLIGHTS OF 1989 


Continued Competition from Railway 
Confidential Contracts 


During the Great Lakes navigation season, Woodlands 
Marine competes directly with rail services for forest 
product traffic from Thunder Bay to lower Great Lakes 
ports. Downward pressure on freight rates quoted by 
Woodlands Marine has been exerted since 1988 by rail 
confidential contracts. 


Closure of Waferboard Mill in Thunder 
Bay Reduces Tonnage 


The closure of the MacMillan Bloedel waferboard mill 
in Thunder Bay in 1988 resulted in a decrease in 
available cargo originating in the Thunder Bay area in 
1989. 


INDUSTRY STRUCTURE 


Woodlands Marine continued to be the only common 
carrier in package freight operations on the Great 
Lakes. 


The repeal of the Transport Act as of January 1, 1988 
eliminated the licensing requirement for package 
freight operators on the Great Lakes. Movements of 
bulk commodities, such as iron ore, grain and coal, 
which account for over 99 per cent of tonnage moved 
on the Great Lakes, were never licensed under the 
Transport Act and are therefore not included in the 
scope of the Agency’s monitoring exercise. 


Woodlands Marine remains the only common carrier in 
this trade. Other marine carriers operate in the Great 
Lakes package freight trade but only under exclusive 
contract to specific shippers. 
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PACKAGE FREIGHT OPERATIONS 


Traffic, Level of Service and Tariffs 


Total tonnage dropped, level of service decreased 
Slightly, and tariff levels remained unchanged. 


Total freight tonnage moved by Woodlands Marine 
declined from 1988 to 1989 (see Fig 6.11). The major 
gains in northbound tonnage in 1989 only partially 
offset the tonnage reductions experienced in the 
southbound trade. Closure of the MacMillan Bloedel 
waferboard mill in late 1988 and a general softening of, 
and competition in, the lumber markets accounted for 
the overall reduction. Northbound cargo consists 
primarily of ro-ro cargo, vehicles, and palletized 
manufactured goods while forest products such as 
newsprint and lumber are the mainstay of Woodlands 
Marine’s southbound trade. 


Woodlands Marine made a total of 17 round trips 
between Thunder Bay and Windsor in the 1989 
shipping season, down slightly from 20 trips in 1988. 
This reduction in the level of service is attributed to the 
drop in available tonnage from the Thunder Bay mills 
and the unusually early onset of winter weather 
conditions on the Lakes. 


FIGURE 6.11: INDEXED PACKAGE FREIGHT 
MOVEMENTS BY WOODLANDS MARINE INC. 
1986 — 1989 
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Marine Services 


Pressure from Canadian and U.S. rail services forced 
Woodlands Marine to maintain its 1989 tariffs at 1988 
rate levels for most of its forest products. Lumber 
freight rates for Thunder Bay shippers in 1989 were 
lower than in the early 1980’s as a result of the 
competition among modes. 


Carrier Performance 


Woodlands Marine strived to maintain 1988 revenue 
levels in 1989. 


The drop in tonnage, combined with the inability of 
Woodlands Marine to raise rates due to price 
competition from the railways, adversely affected 
revenues in 1989. Increased revenues from 
northbound tonnage only partially offset reduced 
revenues from lower lumber and waferboard 
shipments. As a result, 1989 saw some erosion of 
financial gains made by Woodlands Marine during the 
1988 navigation season. 


Year End Development 


Woodlands Marine looks to improve operations in 1990. 


At season’s end Woodlands Marine was reassessing 
its operations for the 1990’s including the type of 
equipment used in the trade. 
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Intermodal Services 


INTERMODAL 
SERVICES 


STRUCTURE OF INTERMODAL 
SERVICES 


Intermodal freight transportation is usually associated 
with inter-city movements of highway trailers or 
containers on rail flatcars. But in this section, 
intermodal transportation activities refer to any 
merchandise traffic which combines more than one 
mode for its actual pick-up and delivery. 


Under such a broad definition, roughly 40 per cent of 
Canada’s external trade can be classified as 
intermodal traffic -- part of Canada’s transborder trade 
and all of its off-shore trade. Intermodal services are 
also used in domestic trade. 


To handle Canada’s trade traffic with other countries, 
ports and airports have to be fully-integrated 
intermodal transportation and distribution centres. This 
requires not only good marketing, but also 
state-of-the-art equipment and procedures, efficient 
surface transportation linkages, and geographical 
advantages. Handling time and switching costs are 
other key efficiency factors in intermodal operations. 


For transborder and domestic intermodal operations, 
rail intermodal terminals located in major urban centres 
make it possible to combine rail services between hubs 
with highway pick-up and delivery. For traffic such as 
steel and lumber, rail/truck transfer and reload 
terminals are used. 


The integration of services between different 
transportation modes is becoming increasingly 
important to satisfy the needs of Canadian shippers. 
The development of total transportation packages, 
integrating the services of two or more modes of 
transportation, capitalizes on the relative strengths of 
each mode; improves service; minimizes total logistic 
costs; and maximizes efficiency and flexibility for 
shippers and users. 


Use 


Over one-third of the shippers surveyed by the Agency 
in 1989 reported using intermodal services to move, on 
average, approximately one-fifth of their traffic. The 
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survey showed that intermodal services were used by 
both large and small shippers and further identified an 
average 2.6 per cent growth in intermodal shipments in 
1989, the second largest modal increase after trucking 
(3.7 per cent). 


Not surprisingly, truck-rail intermodal services 
dominate the Canadian intermodal system in both 
domestic and transborder shipments. The importance 
of the United States in Canada's trading activities also 
accentuates the importance of truck-rail intermodal 
services. For Canada's off-shore trade, the intermodal 
combinations used by shippers to satisfy their needs 
were truck-marine, truck-rail-marine, and rail-marine. 


Almost half of the shippers surveyed in 1989 made 
their intermodal arrangements directly with carriers; 
about 40 per cent used intermediaries, while the others 
used a mix of the two approaches. 


Interviews with motor carriers revealed that one-third of 
the carriers participating in intermodal activities were 
looking after their own arrangements. Most of the 
remaining two-thirds said their participation in 
intermodal activities was requested by either a shipper, 
a rail carrier, an ocean carrier, an air carrier, ora 
combination of carriers. 


Importance In Carriers’ Activities 


Container traffic represented 7.1 per cent of the traffic 
going through Canada’s major ports in 1989, or 

12.4 million tonnes. In 1979, container traffic 
accounted for only 4.5 per cent of the total port traffic. 


In 1989, CN and CP handled approximately 

60 per cent of port container traffic. Rail shipments of 
containers still do not make up a significant portion of 
total railway tonnage (five per cent), but are 
nonetheless increasing marginally. Combined rail 
shipments of all intermodal traffic, including containers 
piggyback and trailers, accounted for over seven per 
cent of total rail tonnage in 1989, an increase from five 
per cent in 1984. 


The Agency’s 1989 motor carrier interviews revealed 
that 55 per cent of sampled carriers provided 
intermodal services. These carriers were based mainly 
in Atlantic and central Canada, and reported that 
intermodal shipments averaged 10 per cent of their 
total activities. More than one-half of the carriers 
participating in intermodal activities operated fleets of 
less than 100 tractors, while 25 per cent of them had 
fleets of over 200 tractors. Interview results also 
indicated that 40 per cent of motor carriers based in 
both Western and Atlantic Canada, who participated in 


Intermodal Services 


intermodal operations, reported increases in the total 
volume of their activities. This proportion was 
31 per cent for carriers based in central Canada. 


Coming back to the broad definition of intermodal 
services, most of the 174 million tonnes of traffic 
moved in 1989 to and from ports under the authority of 
Canada Ports Corporation (compared to 186.8 million 
tonnes in 1988 -- a record year) was resource-based, 
and handled in bulk. When this traffic is related to 
cargo carried on Canadian railways, close to two-thirds 
of coal traffic, 80 per cent of sulphur traffic, 50 per cent 
of the potash traffic, 80 per cent of grain traffic, and 
over 60 per cent of iron ore traffic moved through 
Canadian ports. In addition, significant volumes of 
lumber, and pulp and paper shipments also moved by 
rail through Canadian ports. 


Equipment - Facilities - Services 


Containerization is a growing phenomenon in both 
international and domestic trade. 


Rail services play an important role in the surface 
transportation of marine containers in Canada, 
providing medium-to-long-haul transportation between 
ports and inland terminals. The growing importance of 
container traffic led to some major service 
innovations/decisions in 1989. 


* CP Rail placed into service its first set of platform 
spine cars, an alternative to double-stack cars to 
handle ISO (International Standards Organization) 
containers to and from Eastern Canada. 


¢ CN put into service a fleet of 30 high cube reefer 
trailers which meet the high or low temperature 
needs of moving freight, and announced 
expenditures of $17 million towards articulated flat 
cars for intermodal service. 


¢ CN announced its decision to construct a new 
$19 million intermodal terminal at Port Mann, 
aimed at improving CN’s container capabilities and 
ensuring the capture of a greater share of 
Canada’s growing container trade with the Pacific 
Rim. 


¢ CP Rail announced plans for construction of a 
$29 million intermodal terminal in the Town of 
Vaughan, northwest of Toronto. 


¢ In February, CN introduced the first domestic 
scheduled double-stack container train service in 
Canada, linking Toronto and Vancouver. The 
service became unwarranted and was 
discontinued in August. 
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° In March, "K" Line, a leading Japanese marine 
carrier, introduced, through Rail-Bridge 
Corporation, a weekly double-stack train service 
from its marine terminal at Tacoma, Washington to 
Lacolle, Quebec. This service complements the 
shipping line’s double-stack service to Welland, 
Ontario, which has been in operation since 
July 1988. It uses the same railway routing in the 
U.S. as Maersk Line’s double-stack service into 
Canada, which was first introduced in April, 1988. 
Since August, Maersk’s service has used CN from 
Buffalo, New York to provide the service to 
Toronto and Montreal. 


Shippers were asked to compare their 1989 and 1988 
experience with intermodal services in terms of various 
service factors. Service factors for which a significant 
proportion of intermodal shippers reported 
improvement were: carriers’ cooperation (31 per cent), 
equipment supply (28 per cent), transit time 

(26 per cent), service frequency (23 per cent), 
shipment tracing (22 per cent), and equipment 
condition (20 per cent). 


According to shippers, intermodal unit freight costs 
increased both domestically and internationally on 
average by 2.8 per cent and two per cent respectively, 
an increase not significantly different from those 
identified in other modal freight activities. Marginally 
higher percentage increases were reported by 
shippers dealing through intermediaries for their 
intermodal shipments. 


COMPETITION 


Intermodal services are highly competitive. The 
rail-truck intermodal services, which offer the long-haul 
benefits of rail with the flexibility of truck pick-up and 
delivery, must be competitive with single-mode 
services. Aside from the cost of providing the service, 
competitiveness is assessed in terms of frequency and 
quality of service, transit time, handling of freight, 
equipment condition and supply, and shipment follow 
up and tracing. 


The following comments from port terminal operators 
illustrate the importance of logistics and competitive 
forces on intermodal operations: 


"The freedom to move has meant that many 
shippers are now actively searching alternative 
transportation modes.” 


"On the rail side, the new legislation, 
specifically with respect to rail rate pricing and 
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competitive access,... has given the terminal 
freer access to American (U.S.) producers... 
This freer access and increased competition 
has made the Port a more viable route for 
certain U.S. origin (traffic)." 


"Confidential contracts which can be tailored to 
a specific movement have included incentives 
for higher volumes per train and quicker 
equipment turnarounds... (S)cheduling of 
operation must now consider the heavier 
penalties associated with non-rail delays to 
trains." 


"(C)ontainerized traffic... the fastest growing... 
of all cargoes at the port,... is subject to the 
greatest degree of competition from other port 
routings, particularly from the United States." 


The competitiveness of intermodal activities is tied to 
logistical considerations. Shippers utilizing intermodal 
services will route their traffic in the most efficient 
manner to meet competitive forces. With the 
globalization trends observed in the world economy, 
the competitiveness of any transportation activity -- be 
it an intermodal or a single mode activity -- is dictated 
by factors beyond territorial boundaries. 


The competitiveness of Canada’s national 
transportation system is essential to meet international 
competition. For transportation, globalization 
translates into pressure to reduce costs and to 
rationalize operations in order to achieve greater 
productivity and a higher level of efficiency in 
transportation operations. 
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Transportation Services for Persons with Disabilities 


TRANSPORTATION 
SERVICES FOR 
PERSONS WITH 
DISABILITIES 


One Person/One Fare Issue 


In 1988, the Agency circulated a notice concerning 
fares for assistants to persons with disabilities, and 
additional seats required by disabled/obese persons. 
The notice initiated discussions with interested parties 
about the possible creation of regulations permitting 
assistants to persons with disabilities to travel free of 
charge, and for disabled/obese passengers to occupy 
additional seats without charge. 


In 1989, a number of factors, including the various 
economic aspects of the proposals, were analysed. 
This work was carried out in preparation for an Agency 
decision. The issues under review were whether air 
fares charged to assistants to persons with disabilities, 
and charges for additional seats required by the 
disabled/obese constitute undue barriers to travel. 


Terms and Conditions of Carriage 


Based on reactions to the Agency’s notice, issued in 
1988, on proposed regulations on the terms and 
conditions of carriage of persons with disabilities on 
domestic air services, regulations were drafted and 
approved by the Agency. During 1989, these 
regulations were submitted to both the Office of 
Privatization and Regulatory Affairs, and to the Privy 
Council Office for review and approval. When 
adopted, these regulations will confirm the rights 
acquired under the old legislation (NTA, 1967) for 
travellers with disabilities, and will permit the adoption 
of a first set of accessibility standards for air 
transportation. 


Regional Workshops 


During 1989, three regional workshops on accessibility 
to transportation facilities for blind or visually impaired 
persons were presented in Montreal, Toronto and 
Edmonton. Terminal operators, carriers, users with 
visual disabilities, rehabilitation professionals, service 
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organizations, and government officials were informed 
of the needs of this specific group of travellers. 
Possible solutions to a variety of issues were 
discussed. 


Accessibility Standards Advisory 
Committee 


A special advisory committee, composed of officials 
from transportation carriers, organizations of and for 
persons with disabilities, and government departments 
and agencies, was formed to assist in the development 
of accessibility standards pertaining to transportation 
equipment. 


Coordination with the Canadian 
Human Rights Commission 


The Agency and the Canadian Human Rights 
Commission are coordinating their activities relating to 
transportation services provided to persons with 
disabilities. 


Issues Identified/Resolved 


The Agency has initiated an investigation of charges, 
and terms and conditions applied by air carriers for 
in-flight use of oxygen equipment. Since the 
investigation, Air Canada now makes advance 
arrangements for the use of oxygen from one airline to 
another, while Canadian Airlines International has 
abandoned its per sector price structure for oxygen, 
resulting in substantial savings on some routes. 


Accessibility for travellers with disabilities on ferry 
boats was addressed, focusing on Northumberland 
Ferries Ltd. 


Following representations by the Agency, Air Canada, 
Canadian Airlines International, and Wardair removed 
charges for the carriage of kidney dialysis machines to 
certain destinations. 


Survey of Carriers 


A multi-modal questionnaire was distributed to carriers 
to gather information about services made available to 
travellers with disabilities. 


Results indicated that most carriers offered special 
safety-related services to travellers with disabilities 
such as personal briefings on safety features of the 
equipment, and special evacuation procedures. 
Boarding and vehicle accessibility were not major 
service problems from a carrier's perspective. Major 


Transportation Services for Persons with Disabilities 


air carriers offer special training to their employees to 
address the needs of persons with disabilities, but few 
small air carriers offer similar training to their 
personnel. The results also highlighted the lack of 
information provided in alternative media for travellers 
with disabilities, as well as discrepancies in the terms 
and conditions of carriage for persons with disabilities. 


Carriers expressed concerns over potential medical 
emergencies occurring during the course of a flight. 


In general, air carriers felt that government policy or 
direction was not needed. Air carriers believed they 
could function well enough on their own and look after 
the concerns of all passengers, including passengers 
with disabilities. 


Brochure Detailing the Powers of the 
Agency 


A brochure entitled Room to Move - Improving Access 
for Travellers explains the powers provided to the 
Agency by the July 1988 amendments to the NTA, 
1987. The brochure was distributed to carriers, 
associations and organizations of and for persons with 
disabilities. 
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Safety 


SAFETY 


The NTA, 1987 contains the National Transportation 
Policy which places safety as one of the top policy 
objectives in all forms of transportation. Because the 
review mandate requires the Agency to consider this 
policy, the following section of the report presents a 
brief overview of the 1989 safety record of 
transportation activities. 


AIR SERVICES 


The accident rate for commercial air carriers remained 
essentially unchanged from 1988. 


Safety aspects of Canada's air transport industry are 
governed primarily by the Aeronautics Act. 
Comprehensive amendments to this legislation made 
in 1985 were designed to provide continuing high 
standards of airline safety well into the next century. In 
addition, the Canadian Aviation Safety Board Act of 
1984 established an independent agency to investigate 
civil aviation occurrences and make safety 
recommendations. 


Canadian Aviation Safety Board preliminary statistics 
show that while accidents involving Canadian- 
registered commercial aircraft increased in 1989, the 
accident rate (accidents per 100,000 hours flown) 
remained essentially unchanged from 1988. Canada’s 
Level | carriers (Air Canada, Canadian and Wardair) 
achieved a perfect record of no accidents in 1989. 
This was the sixth consecutive year in which there 
were no fatal accidents among the Level | carriers. 


The number of fatal accidents involving Canadian 
commercial aircraft decreased in 1989 compared to 
1988, but the number of fatalities increased. The 
higher number of fatalities in 1989 was primarily due to 
one accident at Dryden, Ontario where 24 people lost 
their lives. The 82 fatalities in 1989 are 17 more than 
the annual average of 65 observed in the 1980’s. 


Canadian Aviation Safety Board regulations also 
require that certain categories of incidents, (aviation 
occurrences other than accidents), be reported to the 
Board. In 1989, the Board received 637 mandatory 
reports involving Canadian aircraft, an increase of five 
per cent from 1988. The Board initiated investigations 
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into about 100 incidents, in addition to investigating 
over 500 accidents. 


Data on aviation accidents and incidents are 
continually monitored by the Board in order to analyse 
trends and warn of possible problem areas that might 
compromise aviation safety in Canada. This 
monitoring has resulted in the Board undertaking a 
number of special studies and investigations in order to 
identify safety deficiencies and recommend corrective 
action. The new Canadian Transportation Accident 
Investigation and Safety Board Act of 1989 makes 
specific provision for this role. 


RAIL SERVICES 


Despite a reduction in the train accident rate, there 
was an increase in the number of fatalities during 1989. 


The legislation governing rail safety in Canada was 
introduced in 1989. As a result, the jurisdiction over 
railway safety will shift to the new Canadian 
Transportation Accident Investigation and Safety 
Board. However, in 1989, the National Transportation 
Agency was responsible for investigating rail and 
pipeline accidents. 


FIGURE 9.1: TRAIN ACCIDENT RATE 
(TRAIN ACCIDENTS PER TRAIN-KILOMETRE) 
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Source: Railway accident information reported to the Agency 


Safety 


According to preliminary 1989 Agency data, the total 
number of train accidents decreased by 6.8 per cent. 
A 17.7 per cent reduction in train accidents at 
terminals, and a seven per cent decline in crossing 
accidents were the main reasons for the improvement 
in the accident rate. 


This reduction in the number of train accidents was 
offset by an increase of 11.9 per cent in main line 
derailments; main line collisions remained relatively 
constant. 


In 1989, there were 6.2 train accidents per million 
train-kilometres travelled compared to 6.3 in 1988. 
Figure 9.1 illustrates the train accident rate and 
provides a comparison of train accidents to train 
kilometres travelled. 


Despite the reduction in accidents, the number of 
fatalities in 1989 resulting from train accidents was 91, 
or 52 per cent higher than the 60 fatalities reported in 
1988. Virtually all these fatalities occurred at grade 
crossings. 


TRUCKING SERVICES 


Transport Canada issued the first of six annual reports 
on commercial vehicle safety. 


The MVTA, 1987 requires that an annual study must 
be produced which documents progress in the 
implementation of safety rules and standards. The 
study must also report on trends in highway accidents 
in Canada involving motor vehicles operated by 
extra-provincial companies. The first statutory report, 
for the year 1988, was released by Transport Canada 
at the end of 1989. 


The report notes that the National Safety Code, made 
up of 16 standards (Table 9.1), was approved by the 
federal, provincial and territorial governments. All the 
provinces and territories agreed to implement them, 
with a few exceptions: Alberta has opted out of trip 
inspections; Newfoundland and Prince Edward Island 
of self-certification; Saskatchewan and Quebec of first 
aid; and Ontario, Nova Scotia and Prince Edward 
Island of short-term suspension. These exceptions, 
according to the report, will not diminish in any way the 
effectiveness of the code. 


The implementation of National Safety Code standards 
is the main indicator of safety progress used in the 
report. Standards related to driver licensing were fully 
implemented at the beginning of 1988 and, by year’s 


TABLE 9.1 


National Safety Code Standards 


Safety 


Standards 


Carrier/driver profile 
Classified licence 


CVSA 


Examiner training 
Facility audit 

First aid 
Compliance reviews 
Hours of service 
Knowledge test 
Load security 
Medical standards 
Self-certification 
Single licence 
Suspension 


Vehicle maintenance 


_ Trip inspection 


Interprovincial record exchange (IRE) 


Description 


Identification and safety record 
Drivers licensed for type of equipment driven 


Commercial Vehicle Safety Alliance, on-highway 
driver/vehicle inspection 


Standards for driver examiners 

Carrier record keeping for inspection at terminal 
Standard course for drivers 

Applicant/carrier compliance with fitness criteria 
Limitation of driving hours 

For each class of driver licence 

Requirements for securing cargo 

Minimum standards for drivers, periodic re-examination 
Carrier-run driver training 

A driver may not hold more than one Canadian licence 
Criteria for immediate 24-hour driving suspension 


Minimum criteria for maintenance of vehicle 
components 


Driver inspection of vehicle before and after use 


A computer link for exchanging driver/carrier profile 
information. The IRE is not a NSC standard, but is a 
vital tool for safety enforcement, and is included in the 
NSC funding agreements. 


Source: Transport Canada, Commercial Vehicle Safety in Canada, Report to Parliament for the Year 1988, 


December 1989. 
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end, all jurisdictions except the Northwest Territories 
had at least one-half of the standards in place. Full 
implementation in all jurisdictions was originally 
anticipated for 1989; however, as a result of slippage 
on certain elements in some jurisdictions, full 
implementation is not expected until late 1990. 
According to the report, the hours-of-service standard 
is the most complex and controversial issue and the 
only one subject to both federal and provincial 
regulation. 


With respect to highway accident trends, the report 
presented statistics covering the period from the early 
1970's up to 1987, the year prior to regulatory reform. 
Based on the data presented, the report stated that, "It 
seems safe to conclude there has been a fundamental 
improvement in safety since 1973." However, due to 
incomplete data, extensive conclusions on trends in 
commercial vehicle safety were not drawn. A format 
for reporting motor vehicle accidents across 
jurisdictions has been developed and should lead to 
greater uniformity of data between jurisdictions in 
future years. 


MARINE SERVICES 
Marine safety record improved in 1989. 


Canadian marine safety comes under the purview of 
Transport Canada, which administers the Canada 
Shipping Act and the Arctic Waters Pollution 
Prevention Act. Also, the Dangerous Goods Act 
empowers the Canadian Coast Guard to make and 
enforce regulations with respect to marine safety for 
both domestic and foreign carriers navigating in 
Canadian waters. Neither the coming into force of the 
NTA, 1987 and the SCEA, 1987, nor the repeal of the 
Transport Act have modified existing safety provisions 
set down in those statutes. 


Excluding fishing vessels, figures compiled by 
Transport Canada’s Marine Casualties Investigations 
Group showed that marine casualties in the Western 
Arctic and Mackenzie River region decreased by 

41 percent: from 17 in 1988 to 10 in 1989. Four of 
these incidents occurred because of heavy ice 
conditions, and in three cases the vessels were holed. 
The remaining occurrences were the result of 
grounding, on-board explosions, and a two-vessel 
collision; all resulted in minor damage. None of the 
vessels involved in the above were owned or operated 
by northern marine resupply carriers licensed by the 
Agency. 


Safety 


The only carrier operating in the package freight trade 
on the Great Lakes reported no casualties for the third 
consecutive year. 


FIGURE 9.2: REPORTED MARINE CASUALTIES 
BY CANADIAN REGION 
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Note: Excludes fishing vessels 


Source: Marine casuality investigations 
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EMPLOYMENT 


LEVEL OF EMPLOYMENT 


The 1989 growth in transportation employment 
matched an overall rise in employment throughout the 
economy. 


In 1989, transportation employment in Canada 
increased by 2.2 per cent over the previous year’s 
level, an increase in line with the overall 2.3 per cent 
rise in employment throughout the economy. 
Transportation employed over 471,000 persons in 
1989. Air, rail, water and trucking activities, which are 
under the Agency’s review mandate, accounted for 
60 per cent of the workforce. Employees in the 
remaining 40 per cent are employed in other activities 
such as bus transportation, urban transit, taxicab 
operations, pipeline transport, highway and 

bridge maintenance, or miscellaneous services 
incidental to transportation. 


Of the four modes of transportation under review, only 
rail reported a reduction in employment for 1989. This 
reduction is in line with the long-time downward trend 
of employment in this sector. 


For air services, a 7.7 per cent increase in employment 
was reported in 1989. This significant growth rate 
matched the 1988 rate (7.8 per cent) and appears to 
indicate that layoffs by some carriers in 1989 were 
offset by greater labour needs in air transportation 
operations generally. 


After a decrease in 1988, employment in water 
transportation services increased in 1989 by 

11.1 per cent, mostly due to expanded activities at 
major east and west coast ports. In northern marine 
resupply operations, most carriers reported no change 
in employment levels. 


In trucking, employment rose 1.9 per cent compared to 
a 2.5 per cent increase in 1988. 


Interesting trends are emerging in transportation 
employment. The early 1980 recession affected 
transportation employment levels a year before this 
economic slowdown affected the overall employment 
level. The post-recession recovery in employment 
levels was not sustained in transportation as it was in 
the economy generally. In fact, declines in total 


128 


transportation employment levels occurred between 
1984 and 1987. Over these four years, only air 
transportation activities underwent continuous 
employment growth, while in trucking declines were 
observed in 1986 and 1987. Despite the recent growth 
in trucking employment, its 1989 level remains below 
the pre-recession level. A similar situation exists in the 
water transportation sector. 


In 1989, declines in transportation employment were 
noted in Prince Edward Island, Ontario and 
Saskatchewan which were experiencing slowdowns in 
economic activity. For the third year in a row, 
employment in Ontario trucking services declined while 
Alberta suffered a fourth year of declining trucking 
activity. Trucking employment in 1989 reached record 
levels in New Brunswick, Quebec, Manitoba and 
British Columbia. In air services, employment levels 
rose in all provinces except Nova Scotia. However, 
Nova Scotia as well as British Columbia and central 
Canada benefitted from increased employment in 
water transport services. Employment levels in rail 
declined in all regions. 


WAGE SETTLEMENTS AND 
EARNINGS 


In transportation, wage settlements and increases in 


average weekly earnings were lower than the national 
average. 


Overall, average weekly earnings increased by five per 
cent in 1989; the increase was 3.6 per cent in the 
transportation modes. Average weekly earnings in the 
transportation modes increased by less than the 
national average: 4.9 per cent in rail, 3.9 per cent in 
trucking and 3.3 per cent in air services. Water 


transportation was the exception and grew 6.5 per cent. 


The most significant rise in transportation earnings was 
a 10.3 per cent increase in Nova Scotia, followed by 
New Brunswick and Manitoba at 4.9 per cent, Alberta 
at 4.2 per cent, and British Columbia at 4.1 per cent. 
The lowest increases were in Newfoundland at 

0.6 per cent and Quebec at 1.1 per cent while all other 
provinces reported increases ranging between 

2.0 per cent and 3.6 per cent. 


Increases in average weekly earnings do not 
necessarily reflect wage settlements as overtime pay is 
included in earnings figures. In 1989, collective 
bargaining activities, leading to settlements, were 
predominant in the rail sector. These settlements were 
three-year agreements, covering 1989, 1990 and 

1991, which provided annual wage increases of 


Employment 


a 


4.5 per cent, 4.0 per cent and 4.5 per cent respectively 
to operating, maintenance and non-operating rail 
employees. Partial indexation of pension benefits as 
well as improvements in other benefits were also 
provided. The negotiated agreement for trainmen has 
a no-layoff provision as a direct result of the operation 
of cabooseless trains. Trainmen or yardmen eligible 
for early retirement are entitled to a separation 
allowance until the age of 65. Some 1,500 employees 
of Ontario Northland Railway also signed a similar 


‘three-year agreement. 


As for water transportation, a 31-month agreement, 
with wage increases in excess of five per cent, 
covering unlicensed personnel of the Council of Marine 
Carriers (Pacific Coast) became effective March 1, 
1989. Longshoremen, clerical and general workers of 
Marine Atlantic Inc. signed a three-year contract 
terminating December 31, 1991. In this particular 
settlement, the number of bargaining units was 
reduced from 10 to three, allowing consolidation of 
hourly rates and working conditions. 


In trucking, some 1,500 employees of Canadian Pacific 
Express and Transport (Canpar Division) signed a 
36-month renewal agreement effective from May 1, 
1989 to April 30, 1992. After a three-day work 
stoppage in March, the Motor Transport Industrial 
Relations Bureau of Ontario reached a three-year 
agreement covering 1,800 drivers, maintenance, and 
other employees in Ontario and Quebec. The 
agreement provides average annual wage increases of 
5.2 per cent for hourly employees and 6.5 per cent for 
skilled mechanics. 


A number of important collective agreements in the 
transportation sector either expired or will expire in 
1990. The most important are: 


Air Canada: pilots, finance employees, flight 
attendants, service and maintenance employees, sales 
and service branch employees; 


Canadian Airlines International: aircraft 
maintenance employees, flight attendants, service and 
maintenance employees, accounting, administration 
and information service employees, passenger agents; 


Motorways Ltd: warehouse employees, drivers and 
other employees; 


Canadian Pacific Express & Transport: warehouse 
employees, drivers, mechanics, clerks and longshore 
employees of the Maritime Employers Association. 


The number of collective bargaining agreements is one 
indicator of prevailing management-labour relations. 


The transportation case load of the Canada Labour 
Relations Board can be used as another barometer of 
management-labour relations. The Board is a 
quasi-judicial tribunal which administers, interprets and 
applies the industrial relations provisions of the 
Canada Labour Code. In 1988-89, the Board’s 
transportation case load was average with the 
exception of an increase in unfair labour practice 
complaints from the road transport sector. However 
109 of the 170 complaints involved two parties: C.P. 
Express and Transportation-Communications 
International Union. 


STRIKES AND LOCKOUTS 


Turning to strikes and lockouts, the number of 
transportation cases reported in 1989 was in line with 
previous years, with the exception of rail and truck 
services. Yet the number of workers involved and 
person-days not worked as a result of strikes and 
lockouts was down. The most significant strikes and 
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lockouts reported in 1989 in rail occurred at Devco 
Railway, B.C. Rail, and Southern Railway of B.C.; in 
trucking, at Asselin Transport Ltee, Transport Eudide 
Asselin Inc., Ste-Anne Express, Motor Transport 
Industrial Relations Bureau of Ontario, Hutton 
Transport Ltd., Lake Ontario Cement, Cushman 
Cartage & Float Inc., Koch Transport Ltd., Northern 
Industrial Carriers Ltd., Phil Hall Ltd., Alltrans Express 
Ltd. (Div. TNT Canada), and XTL Transport Inc.; in air, 
at Airconsol Aviation Services Ltd., Eastern Airlines 
and Metropol Airport Security Services; in water 
transport, at the Port of Saint John, Gravel and Lake 
Services Ltd. (Thunder Bay), and Government of 
Canada (Ships’ Crews). 


After two years of deregulation, parties appear to be 
settling labour-related matters in ways which avoid 
win/lose situations that make it difficult to mend 
relationships afterward. The year 1990, however, will 
be important for the air transport industry as numerous 
labour contracts are up for renegotiation. 


Percentage Increases in Consumer Prices, Wage Settlements and Weekly Earnings 


Wage Settlement Increase 


Consumer Transportation 
Price Index and Communication 
1989 5.0% 4.5% 
1988 4.1% 3.6% 
1987 4.3% 3.1% 
1986 4.0% 3.3% 


Source: Labour Canada and Statistics Canada 


Average Weekly Earning Increase 


All All 
Industries Transportation Industries 
5.3% 3.6% 5.0% 
4.3% 5.5% 4.7% 
4.1% 3.5% 4.0% 
3.5% 2.8% 21% 
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Employment and Earnings 


Air Rail = Trucking 

Average Average Average 

Weekly Weekly | Weekly 
Year Employment ____ Earnings* Employment Earnings* Employment. Earnings* 
1989** 64,136 657 72,695 733 117,392 529 
1988 59,530 636 76,743 699 115,234 509 
1987 55,242 — 606 79,983 664 112,400 474 
1986 55,302 589 88,880 621 112,659 449 
1985 53,899 576 92,094 585 114,507 449 
1984 53,334 569 96,659 572 111,409 47431 
1983 49,540 561 95,948 533 100,029 415 
1982 50,366 563 102,190 465 108,979 We 373 
1981 52,132 508 111,710 412 121,864 345 
1980 51,741 439 113,520 375 124,848 317 
1979 48,286 386 119,228 330 110,204 297 
1978 44,336 351 116,620 304 107,915 276 


* __: In current dollars 
** : 1989 figures are preliminary 
Source: Statistics Canada 


; 


Strikes and 
Lockouts 
Air Rail Truck 

Cases Workers Involved Cases Workers Involved Cases Workers Involved 
Year A B A B A B A B A B 
1989 3 — 187 - 4 - 444 - 11 1: 1,095 1,716 
1988 3 1 476 540 = 1 ~ 3,000 5 ~ 214 = 
1987 3 1 630 8,300 - 1 —- 48,660 3 = 92 - 
1986 4 2 177 3,683 1 ~ 102 - 4 - 73 - 
1985 6 4 194 12,439 _ - _ — 6 - 79 - 
1984 3 = 125 _ - ~- ~ - 5 — 366 - 
1983 4 - 478 = 1 1 245 1,320 12 - 465 - 
1982 5 — 799 ~ - - ~ 8 2 482 4,500 
1981 7 1 1,161 600 = — - _ 9 1 1,024 750 
1980 e) — 560 - 4 1 385 2,000 10 - 904 ~ 
1979 3 1 527 1,154 1 2 140 2,683 9 2 865 3,250 
1978 5 2 500 8,050 8 4 1,271 6,145 12 - 766 - 


A: Firms under 500 workers 
B: Firms over 500 workers 
Source: Labour Canada 
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Water Transport Transportation All Other Sectors 
Average Average Average 
Weekly Weekly Weekly 
Employment Earnings* Employment Earnings* Employment Earnings* 
26,972 720 471,212 576 10,343,447 487 
24,285 678 460,840 556 10,106,900 464 
25,033 654 455,200 527 9,945,658 443 
28,730 607 477,299 509 9,705,524 426 
27,651 601 478,701 495 9,512,424 415 
28,049 573 473,693 479 9,142,361 401 
29,702 559 463,962 462 9,029,775 385 
32,458 509 488,757 423 9,457,553 361 
35,884 455 515,820 379 10,061,479 328 
35,848 407 520,295 338 9,850,293 293 
33,836 378 504,114 304 9,744,701 266 
34,553 342 497,277 280 9,473,176 245 


Regional Distribution of Transportation Employment in 1989 


(preliminary) 
Water Transport 
Cases Workers Involved : 
A A B Province Workers Percentage 
3 1 227 2,300 Newfoundland 7,415 1.5 
2 3 234 5,500 Prince Edward Island 2,026 0.4 
4 1 691 750 Nova Scotia 13,135 2.8 
5 1 746 4,280 New Brunswick 12,534 2.7 
1 - 78 - Quebec 115,442 24.5 
- ~ - = Ontario 155,892 33.1 
3 _ 146 So Manitoba 28,325 6.0 
2 1 157 3,500 Saskatchewan 13,469 2.9 
5 _ 206 - Alberta 51,628 11.0 
10 2 1,435 2,050 British Columbia 68,933 14.6 
13 3 1,662 5,750 Total 471,212 
10 1 495 780 


Source: Statistics Canada 
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The Agency’s Second Year 


THE AGENCY’S 
SECOND YEAR 


This section of the report addresses a specific aspect 
of the review mandate: "the time required to deal with 
any application, complaint or other matter referred to 
the Agency under any Act of Parliament”. 


Information about the Agency’s workload in 1989 is 
reported according to three main line functions: 
licensing, dispute resolution processes, and rail 
rationalization. Applications for review are also 
examined. 


LICENSING MATTERS 


Air Licence Applications 


The Agency received 41 applications for authority to 
operate new or amended air services in southern 
Canada, and four applications were carried over from 
1988. Two applications were returned to the applicant. 
Of the 37 applications dealt with in 1989, 83 per cent 
were completed within 30 days while 17 per cent took 
between 30 and 47 days. Of the 24 applications to 
suspend or cancel licences authorizing services in 
southern Canada, almost one-half (46 per cent) were 
completed within 30 days, and all were completed 
within 63 days. 


The Agency received 260 applications for authority to 
operate new or amended domestic air services to, from 
or within the designated area, and 77 applications 
were carried over from 1988. Seven applications were 
withdrawn by the applicants; one was returned to the 
applicant and one was rescinded by the Agency. 
These applications require public notice. Interested 
parties are given an opportunity to object to the 
proposed service, and applicants have the opportunity 
to respond to these objections, a step normally 
requiring 45 days. 


Of the 273 applications dealt with in 1989, 52 per cent 
were dealt with in less than 90 days; 30 per cent took 
between 91 and 119 days; and 12 per cent took 

120 days to complete. Another six per cent took more 
than the 120-day time limit specified in the legislation, 
down from 12 per cent in 1988. Applications that take 
more than 120 days to process usually involve 
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extraordinary pleadings or are cases where the 
applicant must re-advertise. 


Thirty-eight applications to suspend or cancel licences 
or parts of licences authorizing services to, from or 
within the designated territory were processed. 
Forty-seven per cent were processed within 30 days, 
and 47 per cent between 31 and 61 days. The two 
remaining applications took less than 112 days. 
Sixty-nine per cent of the 13 applications for temporary 
authorities, waivers and exemptions were processed in 
under 23 days and all were processed within 53 days. 


The processing of another 70 applications relating to 
domestic air services received in 1989, was still in 
progress at the end of the year. 


Fifty-six applications for authority to operate 
international scheduled services were received in 
1989. No statutory time limits are imposed on the 
Agency for processing these applications. The 
applications were dealt with expeditiously by the 
Agency and, on average, the processing did not take 
longer than 30 days. 


Thirty-four of the 185 applications received for 
non-scheduled international services required public 
notice, a 45-day step. Of the 213 applications dealt 
with in 1989, 61 per cent were processed in less than 
60 days, while 38 per cent took between 60 and 

120 days. The remaining one per cent took more than 
the 120-day time limit specified in the legislation. 


Five applications for temporary authorities relating to 
international services were received and one was 
withdrawn. Three were handled within 15 days of 
receipt and one took 40 days to process. The 

49 requests for exemptions took an average of 22 days 
to process. Of the 15 requests to suspend or cancel 
licences authorizing international services, 33 per cent 
were completed within 30 days, 60 per cent between 
31 to 49 days and all were completed within 57 days. 


The processing of an additional 95 international 
applications filed was still in progress at year’s end. 


Air Charter Permit Applications 


The Agency received 3,529 applications for permits to 
operate specific charter programs. Only two of these 
related to applications for domestic charter permits. 
The regulations specify different advance filing 
requirements for each type of charter. The time within 
which the Agency must process these applications 
varies depending on the charter type involved. In all 
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cases, these applications were dealt with before the 
departure date of the proposed flights. 


Of the more than 3,500 applications, 650 were 
accompanied by requests for exemptions. These 
exemptions were considered at the same time as the 
applications. Three requests were denied because of 
failure to provide financial information on the tour 
operator. 


Rail Licence Applications 


Following a public hearing in Sault Ste. Marie, the 
Agency issued a decision rejecting Algoma Central 
Railway’s proposed agreement of conveyance of its 
Rail Division to Algoma Central Railway Inc. 


Northern Marine Resupply Licence 
Applications 


SJI Enterprises Ltd., doing business as Lake 
Athabasca Transport, was the sole applicant for a 
marine resupply licence in 1989. The Agency received 
the substantive application on January 31, 1989 and 
approved it on June 22, 1989 despite an objection from 
A. Frame Contracting Ltd., the Athabasca’s principal 
marine carrier. The Agency issued Lake Athabasca 
Transport a one-season marine resupply licence. 


Beluga Tours Ltd., which had published notification of 
its application for a marine resupply licence for the 
Mackenzie and Western Arctic system in June of 1988, 
received its indefinite licence on February 6, 1989. 

The carrier’s failure to submit documentation pertinent 
to its licence application in a timely manner resulted in 
delay of the Agency’s issuance of the licence. 


DISPUTE RESOLUTION 


Complaints And Investigations - Air 


Eight public interest investigations were carried out 
pursuant to section 59 of the NTA, 1987. All eight 
applications dealt with the discontinuance of Air 
Canada’s daily domestic jet freight service to 
Stephenville, Newfoundland. The applicants alleged 
that without jet service, there would be inadequate 
Cargo space and lack of uninterrupted service for rush 
orders and perishable goods. Also, an undue obstacle 
would be created for the development of primary and 
secondary industries, and commercial relationships 
with major Canadian business centres and overseas 
points would be seriously affected. Finally, one 
applicant alleged that the withdrawal was illegal since it 
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was against the intent of the Act. After reviewing all 
the issues submitted by the various parties, the 
Agency found that Air Canada’s withdrawal of its jet 
service to Stephenville was not prejudicial to the public 
interest. All of the decisions were issued within the 
120-day statutory time limit. 


The Agency also received 315 written complaints of 
varying complexity, and approximately 130 oral 
complaints about various aspects of air passenger 
transportation. Approximately 25 per cent of these 
complaints were related to domestic services while the 
remainder pertained to international air services. The 
largest category of complaints received by the Agency 
dealt with matters pertaining to air fares: their levels, 
terms and conditions, and availability. This category 
was followed closely by complaints related to flight 
delays and cancellations, as well as those related to 
charter carriers/tour operators. Other main areas of 
concern raised by the public centered around lost, 
delayed, or damaged baggage, level and quality of 
service, and overbooking. The number of oral 
complaints increased, but this was due to numerous 
calls resulting from Eastern Airlines’ Chapter 11 
Bankruptcy Filing. 


It took an average of 31 days to handle each of the 
315 complaints. This was a decrease of 26 days over 
1988, when the average time taken was 57 days. 


Complaints and Investigations - Rail 


In 1989, a major portion of the workload concerned 
interswitching applications and related matters. During 
the year, nine matters related to this competitive 
access provision were dealt with. Of these, there were 
five applications for extended interswitching, two of 
which were withdrawn, two carried over to 1990, and 
one for which a decision was issued. With respect to 
the application by Celgar Pulp Co., the Agency denied 
the shipper’s request on the grounds that the traffic 
exchange point at Nelson, British Columbia did not 
qualify as an interchange. Two of the four other 
matters were resolved in 1989, and two were carried 
over to 1990, Three appeals of 1988 interswitching 
decisions have yet to be decided, two in Federal Court 
and one by the Governor-in-Council. 


One application under the running rights/joint track 
usage provision of the legislation was received and 
handled during the year. 


Five railway common carrier obligation complaints 
were investigated in 1989. Two complaints were 
received late in the year and were carried forward to 
1990. Of the other three applications, one was 
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withdrawn and the Agency issued decisions with 
regard to two applications within the 120-day statutory 
limit. A 1988 appealed decision remained before the 
Federal Court at year’s end. 


Ten formal passenger service matters were also 
investigated. Eight were completed during the year, 
and two remain under investigation. On average, each 
matter took 66 days to complete. 


In 1989, two applications for the establishment of 
competitive line rates were received. In both cases, 
the statutory limit of 45 days was met. In October, a 
competitive line rate covering the movement of 
methanol by CP Rail was established for Alberta Gas 
Chemicals Limited. The rate extended a competitive 
line rate which had been established by the Agency in 
1988. CP Rail appealed the 1988 rate, and the 
appeal was dismissed by the Federal Court in 1989. 
Late in the year, an Agency decision, which 
established three competitive line rates for the 
movement of canola oil for CSP Foods Limited, was 
appealed to the Federal Court. 


Two applications alleging non-compensatory rail rates 
were handled during the year. The Agency’s 
investigation of one of the applications was completed 
within the statutory limit of 90 days, while the other, 
received in late November, was still under investigation 
at the end of the year. 


Eight public interest applications of railway rates were 
handled in 1989. Three of the applications were 
subsequently withdrawn. The Agency issued its 
decisions with respect to the other five applications 
within the 120-day statutory time limit. One of those 
decisions was subsequently appealed to the Federal 
Court, but the Court dismissed the appeal. 


A major public hearing into VIA Rail’s pricing policy 
was Started in 1989, at the request of the Minister of 
Transport. Following major reductions in federal 
government funding of VIA, the Inquiry was terminated 
at the request of the Minister. In addition, 50 ministerial 
referrals regarding rate and service-related matters 
were addressed. 


Complaints and Investigations - 
Marine 


The 1988 Annual Review reported that the Canadian 
Meat Importers Committee filed a formal complaint 
with the Agency against the Australia-Eastern Canada 
Shipping Conference under section 59 of the NTA, 
1987. It was the Committee’s contention that the 
conference was levying a protective service charge on 
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containers of frozen meat moved between Halifax and 
Montreal, and that since the freight rate for the 
transportation of the cargo established by marketing 
boards in Australia and New Zealand included the cost 
of temperature protection to the port of delivery, the 
conference’s assessment of such a charge constituted 
a double recovery of a portion of freight costs. 


On the basis of responses received from the Australian 
and New Zealand boards, the Agency concluded, 205 
days after the filing of the formal complaint (both 
parties agreed to an extension of the 120-day period 
stipulated in the Act), that the imposition of the charge 
did not represent a double recovery of freight costs 
and was therefore not prejudicial to the public interest. 


Mediation and Arbitration - Air 


Mediation is an informal, voluntary dispute resolving 
technique. The Agency was not requested to mediate 
or arbitrate any matters relating to air transportation 
during 1989. 


Mediation and Arbitration - Rail 


In 1989, 43 requests for assistance in disputes 
between shippers, municipalities, private landowners, 
and railways were handled. Issues included provision 
of competitive rail rates and services, construction and 
removal of railway infrastructure, connections between 
railways, liability limits on containers, and provision of 
alternative services of transportation following rail line 
abandonment. 


The Act specifies a 30-day limit upon formal 
application for mediation. In the majority of cases, 
these requests were looked after within these time 
limits, achieving results which were satisfactory to the 
parties. In instances where the 30-day period was 
exceeded, it was either at the request of the parties to 
the dispute or with their consent and agreement in 
order to further explore alternatives which would lead 
to resolution of the conflict. 


Final offer arbitration may be used to resolve disputes 
of a private or narrow nature, concerning rates or 
conditions of carriage. Arbitration must be completed 
within 90 days and the decision of the arbitrator is 
binding. One request for arbitration services was 
received during the year, but was later withdrawn when 
the parties reached a negotiated settlement. 


Infrastructure - Rail 


Following passage of the Railway Safety Act, effective 
January 1, 1989 the rail safety functions were 
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transferred from the Agency to Transport Canada. The 
remaining responsibilities, primarily relating to public 
interest and public convenience under the Railway Act, 
were assigned to a new directorate within the Dispute 
Resolution Branch. The Directorate was created to 
process all applications and resolve all disputes 
relating to rail infrastructure. 


One of the first tasks was the review of 917 rail 
infrastructure-related applications submitted to the 
Agency prior to January 1, 1989. Of these, 582 were 
found to deal solely with safety matters and were 
transferred to the Railway Safety Directorate of 
Transport Canada. The remaining 335 applications fell 
within the jurisdiction of the Agency; and 317 
additional applications were received during 1989. 


Of these 652 applications, 148 orders were issued; 
196 were otherwise completed to the satisfaction of the 
parties, and 308 were in progress at year’s end. 
included in these figures were orders issued for major 
rail relocations in Red Deer, Alberta; Crow’s Nest 
Subdivision, Alberta; and Viger Lead in Montreal, 
Quebec. The Agency also received three appeals of 
infrastructure-related orders, one of which was 
dismissed by the Federal Court. 


There are no statutory deadlines associated with the 
issuance of infrastructure orders under the Railway 
Act. The time required to issue orders varies with the 
complexity of the application, the extent of any dispute 
between the parties, and the response time of those 
parties to Agency requests for information. The 
Agency has, however, through the establishment of 
improved procedures, reduced the average time taken 
to issue orders from 207 days in the first quarter of 
1989, to 124 days in the last quarter of the year. 


In addition, the Agency was involved in 177 other 
issues (Such as complaints, inquiries and ministerial 
correspondence) concerning the construction, 
modification or use of rail infrastructure. Of these, 
121 were completed and 56 were pending at year’s 
end. The average response time for ministerial 
correspondence and for inquiries was 10 days, and 
there was a 26-day average response time for 
complaints. 


Transportation Services for Persons 
with Disabilities 


In 1989, 62 complaints and two formal applications 
were received. Concerns ranged from broad issues 
such as level of service and facility accessibility, to a 
mother’s concern about suitable transportation to and 
from medical facilities for her child. Of the 
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62 complaints received, 38 were completed and 

24 remained outstanding at the end of the year. The 
two formal applications are also outstanding. On 
average, the time required to complete a complaint 
was 29 days. 


Mergers and Acquisitions 


There were four proposed acquisitions of air 
transportation undertakings that required public notice. 
In all cases, notice was given in the Canada Gazette 
within two weeks of receipt of the completed 
application. Three of these proposed acquisitions 
were not subject to review under Part VII of the NTA, 
1987 as the Agency received no objections to the 
transactions. 


The Agency received notice on January 25, 1989 of 
the proposed acquisition of Wardair Inc. by PWA 
Corporation through a public take-over bid to all 
shareholders of Class A and Class B shares. Notice of 
this proposed acquisition was published in the Canada 
Gazette, The Globe and Mail, and La Presse on 
February 4, 1989. Several objections were received. 


On March 22, 1989, the Agency decided that, in its 
opinion, the proposed acquisition was not against the 
public interest and, therefore, did not disallow it. The 
Agency felt that disallowing the proposed acquisition 
might have precipitated the financial failure of Wardair 
Inc. and this factor outweighed any lessening of 
competition which might have occurred. 


There were six proposed acquisitions of motor vehicle 
transportation undertakings filed with the Agency 
during 1989. In all six cases, a notice of the proposed 
acquisition was published in the Canada Gazette. As 
no objections were received, all parties were notified 
within a week following the 30-day public notice period 
that the proposed transactions were not subject to 
further review by the Agency. On average, each 
application for proposed acquisition of a trucking 
undertaking took 38 days to complete, from date of 
acknowledgement by the Agency to file closure. 


RAIL RATIONALIZATION 


Branch Line Abandonment 
Applications 


The rail branch line abandonment provisions in the 
NTA, 1987 were designed to streamline the provisions 
in the Railway Act by incorporating specific criteria, 
decision rules, and time limits on all aspects of the 
process. 
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In its second year of operation, the Agency completed 
the processing of applications made to its predecessor, 
the Canadian Transport Commission. In addition, the 
Agency dealt with the reconsideration of cases ordered 
continued by the Commission and coming up for 
reconsideration in 1989. The Agency also settled 
many new applications submitted under the NTA, 1987 
requesting line abandonments or the review of 
previous orders. In total, there were 70 active cases 
before the Agency during 1989. 


The Agency issued 39 orders, rendering decisions on 
47 cases. This effectively eliminated the backlog, with 
the exception of two cases carried forward from 
previous years. Thirteen of these orders were issued 
within legislative time limits during 1989. The 
remaining 23 cases largely deal with reconsideration 
applications due for completion in 1990, and new 
applications filed late in 1989 which are due for 
completion in 1990. 


Four major public hearings were held in order to render 
decisions on abandonment applications affecting 

12 rail lines. The remaining cases have been carried 
over into 1990, and it is expected that most will be 
dealt with by mid-1990. 


Station Removal Applications 


With the enactment of the new legislation, there have 
been significant changes to those sections of the 
Railway Act which pertain to station buildings. These 
changes have given the railways more discretionary 
power to manage their resources. In 1988, the 
Agency’s jurisdiction over stations had been 
questioned by VIA rail, and supported by CN and CP 
Rail. In 1989, the Agency ruled that it had jurisdiction 
in this area. However, recent heritage legislation is 
awaiting proclamation and, once enacted, may have 
an impact on the processing of station removal 
applications. The backlog of applications carried into 
1989 involved 14 CP and four CN stations. All but two 
were settled during 1989. 


APPLICATIONS FOR REVIEW 


No statutory time limits are imposed on the Agency for 
dealing with applications for review of its orders and 
decisions; the time taken to deal with a review 
application is not completely under the Agency’s 
control. 


Five applications for review dealing with air matters 
were filed with the Agency in 1989 and one was 
carried over from 1988. All applications had to do with 
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licensing issues. Four of these applications were — 
denied, one was granted and one was carried forward 
to 1990. 


There were 17 applications for review dealing with 
rail-related issues in 1989. The majority of the review 
cases dealt with rail abandonment or rail tariff issues. 
Three of these rail cases were carried over from 1988, 
along with one rail tariff matter. Of these cases, one 
was granted and three were denied. Thirteen new 
rail-related applications were also received. Six cases 
were completed during the year, with three 
applications granted and three denied. The seven 
other rail cases were carried forward to 1990. 
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APPENDIX A 


AGENCY’S 1989 SURVEY PROGRAM 


Sample Size And Returns 
Sample Returns 
Size Total 

Shippers’ Survey* 4,040 933 
CTA Survey 3,869 1,090 
ACTA Survey 1,470 399 
Northern Air Survey 514 97 
Shipping Lines - Conferences 34 27 
Freight Forwarders 220 106 
Northern Marine Survey _ 120 74 
Owner/Operators 1,200 83 
Motor Carrier Interviews 132 132 


* includes shippers surveyed by the Atlantic Provinces Transportation Commission. 


Regional Distribution Of Survey Responses 


Northern Motor 
Shippers’ CTA ACTA Air Carrier 
Survey Survey Survey Survey Interviews 

% % % % % 
Newfoundland 2.9 2.4 1.8 8.2 3.0 
Prince Edward Island 1.7 0.7 1.2 N.A. 2.3 
New Brunswick 3.8 6.7 1.8 N.A. 7.6 
Nova Scotia 4.7 11.9 5.5 N.A. 8.3 
Québec 18.1 16.8 8.5 12.4 16.7 
Ontario 30.1 27.9 33.1 8.2 25.0 
Manitoba 8.7 3.7 7.8 8.2 9.8 
Saskatchewan 5.0 = 6.5 5.2 8.3 
Alberta 11.6 13.9 17.5 11.3 8.3 
British Columbia 12.8 16.0 15.5 7.2 9.1 
Yukon/Northwest 0.6 = 0.8 39.3 1.5 


Territories 
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TABLE B.1 


Regional Affiliates Fleet Composition 


Air Canada Affiliates Dec. 1988 Dec. 1989 On Order 
Air Nova 7 Dash 8’s 9 Dash 8’s 1 Dash8 
3 Bae 146’s 4 Bae 146’s 2 Bae 146’s 
10 13 10 Canadair 
Regional jets 
on option 
Air Alliance 83 Dash 8’s 2 Dash 8’s 
3 9 
Air Ontario 1 F28 13 Dash 8’s 10 Dash 8’s 
10 Dash 8’s _A Dash 8-300’s 
8 HS 748’s 17 
6 Convair 580’s 
18 Other 
43 
AirBC 6 Dash 8’s 8 Dash 8’s 2 Dash 8’s 
3 Bae 146’s 5 Bae 146’s 
5 Dash7's 4 Dash/7’s 
8 Twin Otters 8 Twin Otters 
22 _6 Jetstreams 
31 
NWT Air 1 B-737 2 B-737's 
1 Hercules 1 Hercules 
3 Electra’s 3 Electra's 
3 DC-3’s 2 DC-3’s 
8 8 
Air Toronto 5 J-31’s 9 J-31’s 
1 CVR-580 _1 CVR-580 
1 Metro Il 10 
7 
TOTAL 93 88 15 on order + 


10 options 
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TABLE B.2 


Appendix B 


Regional Affiliates Fleet Composition 


Canadian Airlines Dec. 1988 Dec. 1989 On Order 
Air Atlantic _ Dash8's 15 Dash 8’s 3 Bae 146’s 
if 15 
Ontario Express 12 Jetstreams 14 Jetstreams 3 ATR-42’s 
2 ATR-42’s 5 ATR-42’s 3 ATR-72’s 
14 19 8 EMB-120's 
Frontier Air N/A 3 Piper 31’s 
2 King Airs 
5 Beech 1900’s 
_1 Twin Otter 
11 
Inter-Canadien 3 B-737's (Intair is now an 
2 F-28's independent 
6 CVR-580's carrier.) 
5 Metro Ill’s 
16 
Calm Air 4 HS 748’s 4 HS 748’s 
1 DC-3 1 DC-3 
3 Twin Otters 3 Twin Otters 
JZ Other Z Other 
15 15 
Canadian North - 8 B-737's 
Time Air 3 F-28's 3 F-28's 2 Dash 8-300's 
3 SD-359's 2 SD-359's 
1 F-27 5 Dash 7’s 
5 Dash 7’s 5 Dash 8's 
4 Dash 8’s 6 Dash 8-300's 
4 CVR-640's 10 Other 
2 CVR-580's 31 
11 Other 
33 
TOTAL 85 99 19 
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TABLE B.3 


Independent Canadian Jet Carriers 


Appendix B 


Dec. 1988 Dec. 1989* 
Odyssey International 2 B-757's 2 B-757's 
2 B-737's 
Worldways 2 L1011’s 4 L1011’s 
4 DC-8’s 4 DC-8’s 
3 B-727's 
Nationair 8 DC-8’s 8 DC-8’s 
1 B-747 
Air Transat 2 L1011’s 3 L1011’s 
Canada 3000 2 B-757's 4 B-757’s 
First Air 4 B-727’s 4 B-727’s 
(Also operates turboprops) 
Intair 2 F-28’s 7 Fokker-100’s 
(Also operates turboprops) 
Air Charter Systems 2 DC-8’s 2 DC-8’s 
(All cargo) 
Vacationair** 2 B-737's 2 B-737’s 
Points of Call*** 1 DC-8 1 DC-8 
Crownair**** 1 DC-8 1 DC-8 
Holidair 1 DC-8 a 
Minerve 2 DC-8’s — 
35 48 


As of December 31, 1989, Holidair and Minerve were not operating. 
Vacationair suspended operations on January 8, 1990. 

Points of Call suspended operations on January 18, 1990. 
Crownair suspended operations on February 10, 1990. 


145 Appendix C 


APPENDIX C 


NOTICES OF INTENT TO APPLY FOR ABANDONMENT, 1989 


(Subsection 160(1) of the NTA, 1987) 


Province/Railway Track Date of 
Subdivision Between Points Miles Receipt 


Quebec 


CN Massena Huntingdon to Ayrness 17.22 December 20, 1989 
38.90-56.12 


CN Massena Ayrness to St. Isidore 17.44 December 20, 1989 
56.12-72.46 
Incl. portion of 
Valleyfield Subdivision 
26.10-27.20 


CN Massena Massena/Beauharnois 5.00 December 21, 1989 
0.00-5.00 


CN Montmagny Harlaka to St-Romuald 9.05 October 5, 1989 
111.35-120.40 


CN Total Miles 48.71 


Ontario 


CN Marmora Picton to Trenton 35.67 August 29, 1989 
0.05-30.15 
Incl. Bethlehem Spur 
0.00-4.23 
Incl. Lake Ontario Cement Lead 
0.00-1.34 


CN Meaford Barrie to Collingwood 33.23 August 29, 1989 
1.09-31.40 
Incl. Penetang Spur 
0.00-2.00 
Incl. Pretty River Spur 
0.00-0.92 
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CN Uxbridge 


Manitoba 


CP Lac du Bonnet 


Saskatchewan 


CP Coronation 
CP Empress 
CP Kisbey 


CP Shamrock 


Alberta 


CP Stirling 


Appendix C 


Lindsay to Stouffville 
0.00-40.31 


Incl. Campbellford Spur 


85.18-86.28 
Incl. Haliburton Spur 
0.00-0.53 


Incl. Lindsay River Branch 


0.00-3.20 


Incl. Lindsay Industrial Spur 


0.00-2.50 


CN Total Miles 


Molson to Lac du Bonnet 


43.6-65.7 


CP Total Miles 


Major to Compeer 
22.9-43.1 


Leader to Empress 
89.9-111.0 


Arcola to Stoughton 
0:5-23:3 


Archive to Tyson 
0.0-70.3 


CP Total Miles 


Manyberries to Orion 
0.0-6.0 


CP Total Miles 


47.65 


116.55 


22.1 


22.1 


6.0 


6.0 


ne ee SSS 


August 29, 1989 


September 7, 1989 


September 7, 1989 
September 7, 1989 
September 7, 1989 


March 1, 1989 


September 7, 1989 
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British Columbia 


CP Princeton Penticton to Spences Bridge 190.1 June 29, 1989 
0.0-177.8 
Incl. Okanagan Falls Spur 
0.0-12.3 
CP Total Miles 190.1 


Note: This table provides some details regarding only the abandonment applications for which Notice of Intent 
was filed with the Agency between January 1 and December 31, 1989. 
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SUMMARY OF ABANDONMENT APPLICATIONS, 1989 


(Subsection 160(4) of the NTA, 1987) 


No. Applications Mileage 

Province CN CP Total CN CP Total 
sneering a i a a ER te 0 DT DO CU 
Québec N.A. 3 3 N.A 81.0 81.0 
Ontario 5 N.A. 5 155.92 N.A. 155.92 
Manitoba N.A. 1 1 N.A 22.1 22.1 
Saskatchewan N.A. 4 4 N.A. 134.4 134.4 
Alberta N.A. 1 1 N.A 6.0 6.0 
British Columbia NA. ai; et _NA. 1907 19078 
TOTAL 5 10 15 155.92 433.6 589.52 


Note: This table indicates the mileages associated with all new applications received from rail ways between 
January 1 and December 31, 1989 regardless of the date on which a Notice of Intent to apply for 
abandonment was received. 


Thus, it includes six cases where the Notice of Intent was filed in 1988 and none where the Agency 
reconsidered earlier Agency or CTC decisions. 
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ACTIVE RAIL LINE ABANDONMENT APPLICATIONS AND 
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LINES UNDER CONSIDERATION DURING 1989 


(Subsections 160(4) or 171(1) of the NTA, 1987) 


Railway/ 
Subdivision 


Newfoundland 


CN Stephenville 


Nova Scotia 


CN Chester 


CP Kentville* 


CP Yarmouth* 


Prince Edward Island 


CN Borden™ 

CN Kensington™ 
CN Kensington 
CN Montague 


CN Murray Harbour 


CN Souris 


Between Points 


White’s Road-Stephenville 
0.00-7.00 


CN Total Miles 


Barry’s Stillwater 
Marsh-Liverpool 
42.25-109.07 

Incl. Lunenburg, Blue Rocks, 
Yarmouth & Liverpool 

Town Spurs 


Kentville-Annapolis Royal 
4.6-58.4 


Annapolis Royal-Yarmouth 
0.0-86.6 
CN Total Miles 


CP Total Miles 


Charlottetown-Borden 
0.00-42.40 


Emerald Jct.-Linkletter 
0.00-19.45 


Linkletter-Tignish 
19.45-84.61 


Mount Stewart Jct.-Montague 
0.00-25.61 


Maple Hill-Uigg 
0.00-17.77 
Incl. part Mt. Herbert Spur 


Royalty Jct.-Souris 
0.00-55.02 


77-02 


55.02 


Status 


Ordered abandoned 
February 22, 1989 


Ordered abandoned 
March 29, 1991 


Ordered abandoned 
July 13, 1990 


Ordered abandoned 
July 13, 1990 


Ordered abandoned 
December 31, 1989 


Ordered abandoned 
December 31, 1989 


Ordered abandoned 
October 15, 1989 


Ordered abandoned 
October 15, 1989 


Ordered abandoned 
October 15, 1989 


Ordered abandoned 
October 15, 1989 
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CN Souris (Elmira Spur) 


New Brunswick 


CP Aroostook 


CN Caraquet 


CP Houlton 
CN St. Quentin 
CP Shogomoc 
CP Shogomoc 
CP Tobique 


CN Tormentine™ 


Québec 


CP Beebe 
CN Chandler 
CN Chapais 


CN Danville 


CP Drummondville 


CN Granby® 
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Harmony Jct.-Baltic 
0.00-5.00 


CN Total Miles 


Aroostook-International 
Boundary 
0.0-4.8 


East Bathurst-Tracadie 
4.34-72.04 
Incl. Shippigan Spur 


Debec-International Boundary 
0.0-5.0 


Tide Head-I.N.R. Jct. 
0.00-103.50 


Woodstock-Newburg 
51.5-54.2 


Upper Kent-Aroostook 
88.5-104.6 


Perth Jct.-Plaster Rock 
0.0-27.5 


Sackville-Tormentine 
0.00-35.39 


CN Total Miles 


CP Total Miles 


Lennoxville-Beebe Jct. 
2.9-32.9 


Ste. Adelaide-Gaspé 
48.10-104.23 


Franquet-Chapais 
72.06-169.40 


Chaudiére-Richmond 
0.00-87.22 

Incl. Industrial, Victo 
Container & Victoriaville Spurs 


Foster-Drummondville 
0.0-46.7 

Incl. Drummondville Industrial 
Spur & L’Avenir Spur 


Granby-Clough 
9.00-15.57 


5.00 


235.01 


4.8 


74.97 


5.0 


103.50 


2.7 


16.1 


27:5 


35.39 


213.86 


56.1 


30.0 


56.13 


97.34 


88.62 


48.6 


6.57 


Ordered abandoned 
October 15, 1989 


Ordered abandoned 
May 2, 1989 


Ordered abandoned 
May 2, 1989 


Ordered abandoned 
May 2, 1989 


Ordered abandoned 
June 7, 1989 


Abandonment ordered 
but stayed 


Abandonment ordered 
but stayed 


Abandonment ordered 
but stayed 


Ordered abandoned 
December 31, 1989 


Ordered abandoned 
December 30, 1989 


To be reconsidered 
by 1990 


To be reconsidered 
by 1993 


Ordered abandoned 
October 16, 1989 


Ordered abandoned 
December 21, 1989 


Ordered abandoned 
December 9, 1989 
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CN Granby® Clough-Chambly 28.43 To be reconsidered 
15.57-44.00 by 1990 

CP Ste. Agathe St. Jérôme-Ste. Agathe 30.8 Ordered abandoned 
13.6-44.4 July 4, 1990 

CP Ste. Agathe Ste. Agathe-Mont Laurier 93.8 Ordered abandoned 
44.4-138.2 December 31, 1989 

CN St. Raymond Hedley-Jackson’s 33.88 To be reconsidered 
2.62-36.50 in 1990 

CN St. Raymond Jackson’s-Riviére-a-Pierre 19.07 Interim Stay in place 
36.50-55.57 until March 16, 1990 

CN Sorel* Tracy-Sorel 9.16 To be reconsidered 
45.50-47.16 by 1991 
Nicolet-St. Grégoire 
77.00-84.20 
Incl. Bécancour Spur 

CN Sorel* Sorel-Nicolet 30.14 Ordered abandoned 
47.16-77.00 April 7, 1989 
Incl. Des Ormeaux Spur 

CP Stanstead Beebe Jct.-Rock Island 2.4 Ordered abandoned 
0.0-2.4 December 30, 1989 

CP Temiscaming Temiscaming-Gendreau 7.4 Ordered abandoned 
40.5-47.9 October 13, 1989 

CN Temiscouata Cabano-Edmundston East 33.00 Ordered abandoned 
44.00-77.00 October 16, 1989 
CN Total Miles 402.34 
CP Total Miles 213.0 

Ontario 

CN Burford Brantford-Burford 7.65 To be reconsidered 
3.35-11.00 in 1990 

CP Carleton Place Nepean-Carleton Place 19.1 Ordered abandoned 
9.0-28.1 January 15, 1990 

CN Forest St. Mary’s-Lucan 15:50 Ordered abandoned 
0.00-15.50 January 1, 1990 

CN Forest Lucan-Parkhill 15.00 Ordered abandoned 
15.50-30.50 July 22, 1989 

CN Kincardine Ÿ Listowel 1.41 To be reconsidered 
0.00-1.41 in 1990 

CN Kincardine Listowel-Wingham 28.93 To be reconsidered 
1.41-30.34 in 1990 

CN Marmora Picton-Trenton 35.67 Application received 
0.05-30.15 November 28, 1989 


Incl. Bethlehem Spur 


& Lake Ontario Cement Lead 
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CN Meaford 


CN Newmarket 
(Beeton & 
Alliston Spurs) 

CN Newton? 

CN Owen Sound Ÿ* 

CN Renfrew“ 


CN Renfrew“ 


. CP Simcoe/ 
Waterford 


CP Simcoe/ 
Waterloo 


CN Smiths Falls 


CSXT Subdivision 
#1 


CN Taschereau 


CN Uxbridge 
(Campbellford Spur) 


CN Uxbridge 
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Barrie-Collingwood 
1.09-31.40 

Incl. Penetang & Pretty 
River Spurs 


Beeton-Barrie 
58.75-77.10 
0.00-5.52 


Stratford-Palmerston 
1.17-36.62 


Palmerston-Owen Sound 
0.00-71.43 


Nepean-Arnprior 
0.00-27.20 


Arnprior-Renfrew 
27.20-43.78 


Waterford-Simcoe Jct. 
35.3-43.1 
Brantford-L.E. & N. Jct. 
63.7-78.9 

Incl. Waterford Spur 


Main Street Galt-Brantford 
0.0-19.4 

Main Street Galt 

0.0-0.8 


Richmond-Smiths Falls 
13.00-34.05 


Oldcastle-Leamington 
8.0-37.0 


Leamington-Blenheim 
39.0-73.5 


Blenheim-Black’s Siding 
75.3-95.5 


Rodney-West Lorne 
98.1-102.8 


La Sarre-Cochrane 
99.00-181.42 


Peterborough-Lindsay 
63.25-85.18 
Incl. Lakefield Spur 


Lindsay-Stouffville 
0.00-40.31 

Incl. Campbellford, 
Haliburton, Lindsay River 
Branch & Lindsay Industrial 
Spurs 


33.23 


23.87 


35.45 


71.43 


27.20 


16.58 


7.8 


16.3 


19.4 


21.05 


29.0 


34.5 


20.2 


4.7 


82.42 


31.44 


47.65 


Application received 
November 28, 1989 


Ordered abandoned 
January 1, 1990 


To be reconsidered 
in 1990 


To be reconsidered 
in 1990 


Ordered abandoned 
December 31, 1990 


Ordered abandoned 
December 31, 1989 


Ordered abandoned 
July 1, 1989 


Ordered abandoned 
August 2, 1990 


To be reconsidered 
in 1990 


To be re-filed in 
future 


To be re-filed in 
future 


To be re-filed in 
future 


To be re-filed in 
future 


To be reconsidered 
by 1990 


Ordered abandoned 
July 12, 1989 


Application received 
November 28, 1989 
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CP Waterford 


Manitoba 


CP Lac du Bonnet 
CN Inwood 


CN Neepawa® 


CN Rossburn® 


Saskatchewan 


CN Central Butte 
CN Chelan 

CN Corning 

CP Coronation 
CP Empress 

CN Erwood 

CP Kisbey 

CP Kisbey 


CP Neudorf 
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Hamilton-Brantford 
41.0-61.0 


CN Total Miles 
CP Total Miles 


CSXT Total Miles 


Molson-Lac du Bonnet 
43.6-65.7 


Grosse Isle-Fisher Branch 
0.50-72.00 


Neepawa-Rossburn Jct. 
33.60-37.79 


Rossburn Jct.-Bethany 
0.00-11.90 


CN Total Miles 


CP Total Miles 


Moose Jaw Jct.-Mawer 
39.37-85.00 


Reserve-Weekes 
0.00-12.87 


Peebles-Corning 
0.00-14.40 
Major-Compeer 
22.9-43.1 


Leader-Empress 
89.9-111.0 


Baden-Hudson Bay 
50.85-100.00 


Arcola-Stoughton 
05-233 
Griffin-Weyburn 
43.6-60.9 


Rocanville-Esterhazy 
53.5-82.0 


71.50 


11.90 


87.59 


22.1 


45.63 


12.87 


14.40 


20.2 


21.1 


49.15 


22.8 


17.3 


28.5 


Ordered abandoned 
July 1, 1989 


Application received 
December 13, 1989 


Ordered abandoned 
January 1, 1990 


Abandonment 
contingent 

upon construction of 
connection 


Abandonment 
contingent 

upon construction of 
connection 


To be reconsidered 
by 2000 (see Note 2) 


Ordered abandoned 
June 6, 1989 


Ordered abandoned 
December 31, 1989 


Application received 
December 13, 1989 


Application received 
December 13, 1989 


Ordered abandoned 
January 2, 1990 


Application received 
December 13, 1989 


Ordered abandoned 
December 23, 1989 


Ordered abandoned 
June 2, 1989 
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CN Porter 
CN Preeceville 


CP Shamrock 


Alberta 


CP Altawan 
CN Coronado 


CP Stirling 


British Columbia 


CP Boundary 


CN Cowichan 


CN Cowichan Spur 
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Oban Jct.-Cando 
0.00-18.00 


Preeceville-Kelvington 
72.73-112.87 


Archive-Tyson 
0.0-70.3 


CN Total Miles 


CP Total Miles 


Notukeu-Manyberries 
65.7-122.1 


Elk Point-Lindbergh 
140.20-151.78 


Manyberries-Orion 
0.0-6.0 


CN Total Miles 


CP Total Miles 


Robson West-Midway 
30.7-126.6 


Incl. Carson & Carmi Spurs 


Victoria 
0.00-1.90 


Victoria 
0.00-1.37 


100.3 


1.90 


1.37 


Ze 


Ordered abandoned 
December 31, 1989 


To be reconsidered 
by 1990 


Ordered abandoned 
December 21, 1989 


Ordered abandoned 
December 23, 1989 


Ordered abandoned 
March 15, 1989 


Application received 
December 13, 1989 


To be reconsidered 
by 1990 


To be reconsidered 
by 1990 


To be reconsidered 
by 1990 
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men En SS SSS SSE SEES 


CP Princeton Penticton-Spences Bridge 190.1 Application received 
0.0-177.8 December 6, 1989 
Incl. Okanagan Falls Spur 
CN Total Miles 327 
CP Total Miles 290.4 


+H0KkVA+ 


Notes: 1. 


Indicate groups of rail lines and segments included in one application 


This table provides details of the applications and rail line segments dealt with in 1989 or for which a 
decision can be expected to be rendered during 1990. Excluded are cases where no application was 
received as well as any conveyance applications and cancelled applications. 


The Agency has ruled that it has no power to reconsider this application since the portion of the line 
between Mawer and Riverhurst, which is under a Prohibition Order, could potentially be isolated. 
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APPENDIX F 


SUMMARY OF ABANDONMENT DATES FIXED UNDER 
SECTION 168 OF THE NTA, 1987 


Orders and Decisions, 1989 


Branch Line Abandonment (includes lines ordered continued) 


Subdivision 


Newfoundland 


CN Stephenville 

Nova Scotia 

CP Kentville* 

CP Yarmouth® 

Prince Edward Island 
CN Borden®™ 

CN Kensington™ 

CN Kensington 

CN Montague 


CN Murray 
Harbour 


CN Souris 


CN Souris 
(Elmira Spur) 


New Brunswick 


CP Aroostook 


CN Caraquet 


CP Houlton 


CN St. Quentin 


Between/Miles 


White’s Road-Stephenville 
0.00-7.00 


Kentville-Annapolis Royal 
4.6-58.4 


Annapolis Royal-Yarmouth 
0.0-86.6 


Charlottetown-Borden 
0.00-42.40 


Emerald Jct.-Linkletter 
0.00-19.45 


Linkletter-Tignish 
19.45-84.61 


Mt.Stewart Jct.-Montague 
0.00-25.61 


Maple Hill-Uigg 
0.00-17.77 
(Incl. part of Mt. Herbert Spur) 


Royalty Jct.-Souris 
0.00-55.02 


Harmony Jct.-Baltic 
0.00-5.00 


Aroostook-Intl. Boundary 
0.0-4.8 


East Bathurst-Tracadie 
4.34-72.04 
Incl. Shippigan Spur 


Debec-Intl. Boundary 
0.0-5.0 


Tide Head-I.N.R. Jct. 
0.00-103.50 
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Track 
Miles 


7.00 


53.8 


86.6 


42.40 


19.45 


65.16 


25.61 


22:37 


59.02 


5.00 


4.8 


74.97 


5.0 


103.50 


Order No./ 
Date 


1989-R-9 
89/01/23 


1989-R-182 
89/07/13 


1989-R-182 
89/07/13 


1989-R-180 
89/07/12 


1989-R-180 
89/07/12 


1989-R-180 
89/07/12 


1989-R-180 
89/07/12 


1989-R-180 
89/07/12 


1989-R-180 
89/07/12 


1989-R-180 
89/07/12 


1989-R-41 
89/03/03 


1989-R-40 
89/03/03 


1989-R-42 
89/03/03 


1989-R-80 
89/04/07 


Disposition 


Ordered abandoned 
February 22, 1989 


Ordered abandoned 
July 13, 1990 


Ordered abandoned 
July 13, 1990 


Ordered abandoned 
December 31, 1989 


Ordered abandoned 
December 31, 1989 


Ordered abandoned 
October 15, 1989 


Ordered abandoned 
October 15, 1989 


Ordered abandoned 
October 15, 1989 


Ordered abandoned 
October 15, 1989 


Ordered abandoned 
October 15, 1989 


Ordered abandoned 
May 2, 1989 


Ordered abandoned 
May 2, 1989 


Ordered abandoned 
May 2, 1989 


Ordered abandoned 
June 7, 1989 
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CP Shogomoc 


CP Shogomoc 


CP Tobique 


CN Tormentine™ 


Québec 
CP Beebe 


CN Danville 


CP Drummondville 


CN Granby 

CN Granby 

CP Ste. Agathe 
CP Ste. Agathe 
CN St. Raymond 


CN Sorel® 


CN Sorel® 
CP Stanstead 
CP Temiscaming 


CN Temiscouata 


Woodstock-Newburg 
51.5-54.2 


Upper Kent-Aroostook 
88.5-104.6 


Perth Jct.-Plaster Rock 
0.0-27.5 


Sackville-Tormentine 
0.00-35.39 


Lennoxville-Beebe Jct. 
2.9-32.9 


Chaudière-Richmond 
0.00-87.22 


Incl. Industrial, Victo Container 


& Victoriaville Spurs 


Foster-Drummondville 
0.0-46.7 

Incl. Drummondville & 
L’Avenir Spur 


Granby-Clough 
9.00-15.57 


Clough-Chambly 
15.57-44.00 


St. Jérôme-Ste. Agathe 
13.6-44.4 


Ste. Agathe-Mont-Laurier 
44.4-138.2 


Jackson’s-Riviére-a-Pierre 
36.50-55.57 


Tracy-Sorel 
45.50-47.16 
Nicolet-St. Grégoire 
77.00-84.20 

Incl. Bécancour Spur 


Sorel-Nicolet 
47.16-77.00 


Beebe Jct.-Rock Island 
0.0-2.4 


Temiscaming-Gendreau 
40.5-47.9 


Cabano-Edmunston East 
44.00-77.00 
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2.7 


16.1 


27:95 


35.39 


30.0 


88.62 


48.6 


6.57 
28.43 
30.8 
93.8 
19.07 


9.16 


30.14 
2.4 
7.4 


33.00 


1989-R-90 
89/05/12 


1989-R-90 
89/05/12 


1989-R-91 
89/05/12 


1989-R-180 
89/07/12 


1989-R-384 
89/11/30 
1989-R-21 
89/02/08 


1989-R-366 
89/11/21 


1989-R-317 
89/11/09 


1989-R-317 
89/10/13 


1989-R-178 
89/07/04 


1989-R-177 
89/07/04 


1989-R-389 
89/12/01 


1989-R-45 
89/03/09 


1989-R-45 
89/03/09 


1989-R-385 
89/11/30 


1989-R-63 
89/03/30 


1989-R-54 
89/03/20 


Ordered abandoned 
July 11, 1989 
Abandonment stayed 


Ordered abandoned 
July 11, 1989 
Abandonment stayed 


Ordered abandoned 
July 11, 1989 
Abandonment stayed 


Ordered abandoned 
December 31, 1989 


Ordered abandoned 
December 30, 1989 


Ordered abandoned 
October 16, 1989 


Ordered abandoned 
December 21, 1989 


Ordered abandoned 
December 9,1989 


Ordered continued 


Ordered abandoned 
July 4, 1990 


Ordered abandoned 
December 31, 1989 


Interim stay in place 
until March 16, 1990 


Ordered continued 


Ordered abandoned 
April 7, 1989 


Ordered abandoned 
December 30, 1989 


Ordered abandoned 
September 30, 1989 


Ordered abandoned 
October 16, 1989 
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Ontario 


CP Carleton Place 
CN Forest 

CN Forest 

CN Kincardine 


CN Newmarket 
(Beeton & 
Alliston Spurs) 


CN Renfrew* 


CN Renfrew* 


CP Simcoe/ 
Waterford 


CP Simcoe/ 
Waterloo 


CSXT Subdivision 
#1 


CN Uxbridge 
(Campbellford 
Spur) 


CP Waterford 


Manitoba 


CN Inwood 


Nepean-Carleton Place 
9.0-28.1 


St. Mary’s-Lucan 
0.00-15.50 


Lucan-Parkhill 
15.50-30.50 


Listowel-Wingham 
1.41-30.34 


Beeton-Barrie 
58.75-77.10 
Mile 0.00-Mile 5.52 


Nepean-Arnprior 
0.00-27.20 


Arnprior-Renfrew 
27.20-43.78 


Waterford-Simcoe Jct. 
35.3-43.1 
Brantford-L.E.& N. Jct. 
63.7-78.9 

Incl. Waterford Spur 


Main Street Galt-Brantford 
0.0-19.4 

Main Street Galt 

0.0-0.8 


Oldcastle-Leamington 
8.0-37.0 


Leamington-Blenheim 
39.0-73.5 


Blenheim-Black’s Siding 
39.0-73.5 


Rodney-West Lorne 
98.1-102.8 


Peterborough-Lindsay 
63.25-85.18 

Incl. Lakefield Spur 
0.00-9.51 


Hamilton-Brantford 
41.0-61.0 


Grosse Isle-Fisher Branch 
0.50-72.00 
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20.0 


71:50 


1989-R-381 
89/11/29 


1989-R-226 
89/08/11 


1989-R-169 
89/06/22 


1989-R-24 
89/02/13 


1989-R-231 
89/08/15 


1989-R-346 
89/11/07 


1989-R-346 
89/11/07 


1989-R-117 
89/05/02 


1989-R-199 
89/08/02 


Telex 
89/04/05 


Telex 
89/04/05 


Telex 
89/04/05 


Telex 
89/04/05 


1989-R-160 
89/06/12 


1989-R-117 
89/05/02 


1989-R-232 
89/08/14 


Ordered abandoned 
January 15,1990 


Ordered abandoned 
January 1, 1990 


Ordered abandoned 
July 22, 1989 


Ordered continued 


Ordered abandoned 
January 1, 1990 


Ordered abandoned 


December 30, 1990 


Ordered abandoned 
December 31, 1989 


Ordered abandoned 
July 1, 1989 


Ordered abandoned 
August 2, 1990 


Rejected 
Rejected 
Rejected 
Rejected 


Ordered abandoned 
July 12, 1989 


Ordered abandoned 
July 1, 1989 


Ordered abandoned 
January 1, 1990 
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Saskatchewan 

CN Avonlea Parry-Avonlea 21.64 PC 1988-R-2576 Ordered abandoned 
29.81-51.45 88/11/17 November 28, 1989 

CN Chelan Reserve-Weekes 12:97 1989-R-81 Ordered abandoned 
0.00-12.87 89/04/07 June 6, 1989 

CN Colony Rockglen-Killdeer 24.6 1988-R-903 Ordered abandoned 
0.0-24.6 88/10/12 August 31, 1989 

CN Corning Peebles-Corning 14.40 1989-R-351 Ordered abandoned 
0.00-14.40 89/11/14 December 31, 1989 

CN Erwood Baden-Hudson Bay 49.15 1989-R-249 Ordered abandoned 
50.85-100.00 89/09/05 January 2, 1990 

CP Kisbey Griffin-Weyburn TASS) 1989-R-370 Ordered abandoned 
43.6-60.9 89/11/23 December 23, 1989 

CP Neudorf Rocanville-Esterhazy 28.5 1989-R-118 Ordered abandoned 
53.5-82.0 89/05/03 June 2, 1989 

CN Porter Oban Jct.-Cando 18.00 1989-R-352 Ordered abandoned 
0.00-18.00 89/11/14 December 31, 1989 

CP Shamrock Archive-Tyson 70.3 1989-R-365 Ordered abandoned 
0.0-70.3 89/11/21 December 21, 1989 

Alberta 

CP Altawan Notukeu-Manyberries 56.4 1989-R-370 Ordered abandoned 
65.7-122.1 89/11/23 December 23, 1989 

CN Coronado Elk Point-Lindbergh 11.58 1989-R-27 Ordered abandoned 
140.20-151.78 89/02/13 March 15, 1989 

CN Willingdon Mile 0.0-Mile 6.0 6.0 1988-R-1117 Ordered abandoned 

(Chemical Spur) 88/12/01 December 1, 1989 


Oo Ox 


Included in one application 
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APPENDIX G 


SUMMARY OF PLANS FOR ABANDONMENT NOTICES 
AND APPLICATIONS, 1990 


To determine the abandonment plans of the various railways under its jurisdiction, the Agency solicited 
submissions from the following companies: 


Algoma Central Railway 

Burlington Northern (Manitoba) Limited 
Burlington Northern Railroad Company 
Canadian National Railway Company 
Canadian Pacific Limited 

Consolidated Rail Corporation 

CSX Transportation Incorporated 

Devco Railway 

The Essex Terminal Railway Company 
Napierville Junction Railway Company 
Nipissing Central Railway 

Norfolk and Western Railway Company 
Quebec North Shore and Labrador Railway Company 
Wabush Lake Railway Company Limited 

The White Pass and Yukon Corporation Limited 


Of the companies canvassed, only CSXT, CN and CP Rail submitted abandonment plans. None of the other 
companies indicated that they had any branch line abandonment plans for 1990. 


Insofar as CSXT, CN and CP Rail are concerned, these railways have been assessing their rail networks to 
identify possible candidates for abandonment. 


Whereas the following summary indicates the order of magnitude of notices and applications and approximate 
mileages to be submitted, the actual lines proposed to be abandoned are still subject to change contingent upon 
such factors as business decisions, government decisions and negotiations with customers. 


SUMMARY OF PLANNED 1990 BRANCH LINE 
ABANDONMENT ACTIVITIES 


CSXT CN CP Rail Total 
Notices of Intent 2 18 26 46 
Abandonment Applications « 2 22 26 50 
Total Mileage 13 400 650 1,063 


* Includes cases where Applications will be submitted during 1990 following up on Notices of Intent filed in 1989. 
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